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EMALAHLENI MUNICIPALITY 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 3D JUNE 2019 
GENERAL INFORMATION 


NATURE OF BUSINESS 

Emalahlenl Municipality is a local municipality performing the functions as set out in Uie Constitution. (Act no 105 of 
1996) 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act, (Act no 117 
of 1998) 

JURISDICTION 

The Emalahlenl Municipality includes the following areas: 

Dordrecht 
Indwe 
Lady Frere 

MAYOR 

N Nyufwana (Resigned 2 April 2019) 

NF Koni (Appointed 2 April 2019) 

SPEAKER 

DSKatolo 


MEMBERS OF THE EXECUTIVE COMMITTEE 

Mayor (Resigned 2 April 2019) 

Mayor (Appointed 2 April 2019) 

Speaker 

Executive Councillor 
Executive Councillor 
Executive Councillor 
Executive Councillor 
Executive Councillor 

MUNICIPAL MANAGER 
VC Makedama 

CHIEF FINANCIAL OFFICER 
GP De Jager 

REGISTERED OFFICE 
Emalahlenl Municipality 
37 Indwe Road; 

Lady Frere 
5410 


N Nyukwana 
NFKoni 
DS Kalolo 
0 

$ Uwani 

T Kutashe (Ndyumbo) 
M Limba 
MX Oyiya 



EMALAHLENI MUNICIPALITY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 
GENERAL INFORMATION 


AUDITORS 

Office of the Auditor-General (Eastern Cape) 

PRINCIPLE BANKERS 

Standard Bank; 92 Cathcart RD; Queenstown; 5320 

ATTORNEYS 

NT Vuba Attorneys Inc 

Ntsikl Pakade Attorneys and Consultants 

Tonise Attorneys 

RELEVANT LEGISLATION 

Basic Conditions of Employment Act (Act no 75 of 1997) 
Collective Agreements 
Division of Revenue Act 
Electricity Act (Act no 41 of 1987) 

Employment Equity Act (Act no 55 of 1998) 

Housing Act (Act no 107 of 1997) 

Infrastructure Grants 

Municipal Budget and Reporting Regulations 
Municipal Finance Management Act (Act no 56 of 2003) 
Municipal Planning and Performance Management Regulations 
Municipal Property Rates Act (Act no 6 of 2004) 

Municipal Regulations on Standard Chart of Accounts 
Municipal Structures Act (Act no 117 of 1998) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Systems Amendment Act (Act no 7 of 2011) 

SALBC Leave Regulations 

Skills Development Levies Act (Act no 9 of 1999) 

Supply Chain Management Regulations, 2005 
The Income Tax Act 

Unemployment Insurance Act (Act no 30 of 1966) 

Value Added Tax Act 

Water Services Act (Act no 108 of 1997) 
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EMALAHLENI MUNICIPALITY 


APPROVAL OF FINANCIAL STATEMENTS 


I am responsible for the preparation of these annual financial statements year ended 30 
June 2019, which are set out on pages 1 to 106 in terms of Section 126 (1) of the Municipal 
Finance Management Act and which I have signed on behalf of the Municipality. 

The annual financial statements have been prepared in accordance with Standards of 
Generally Recognised Accounting Practice (GRAP), including any interpretations, guidelines 
and directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies 
consistently applied and supported by reasonable and prudent judgements and estimates. 

I acknowledge that I am ultimately responsible for the system of internal financial control and 
that the system of Internal control provides reasonable assurance that the financial records 
can be relied on. 

I have reviewed the Municipality's cash flow forecast for the year to 30 June 2020 and am 
satisfied that the Municipality can continue in operational existence for the foreseeable 
future. 

The external auditors are responsible for independently reviewing and reporting on the 
Municipality's financial statements. 

i certify that the remuneration of Councillors and in-kind benefits are within the upper limits 
of the framework envisaged in Section 219 of the Constitution, read with the Remuneration 
of Public Officer Bearers Act and the Minister of Provincial and Local Government's 
determination in accordance with this Act 


The annual financial statements were prepared on the going concern basis. 
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EMALAHLENI MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2019 


ASSETS 

Non-Current Assets 

Property, Plant and Equipment 
Investment Property 
Intangible Assets 
Heritage Assets 

Current Assets 

Receivables from Exchange Transactions 
Receivables from Non-exchange Transactions 
Operating Lease Asset 
Taxes 

Cash and Cash Equivalents 
Total Assets 

NET ASSETS AND LIABILITIES 

Non-Current Liabilities 

Long-term Borrowings 
Non-current Provisions 
Non-current Employee Benefits 
Payables from Non-exchange Transactions 

Current Liabilities 

Provisions 

Current Employee Benefits 

Trade and Other Payables from Exchange Transactions 
Unspent Transfers and Subsidies 
Payables from Non-exchange Transactions 
Current Portion of Long-term Borrowings 

Total Liabilities 


Net Assets 

Accumulated Surplus/(Deficit> 
Total Net Assets and Liabilities 


Notes 

2019 

2018 


R 

R 



441915420 

431 618 982 

2 

437 152 364 

426 828 597 

3 

4 149 487 

4151 867 

4 

401 033 

455 962 

5 

182 536 

182 536 


24222 787 

18 537 084 

6 

11313 935 

4 014 264 

7 

5174 749 

5 910 505 

8 

50 939 

68 449 

9 

3 538 224 

2 677 451 

10 

4144 940 

5 866 415 


466 136 207 

450 156 066 



17749 921 

11 598 507 

11 

371 872 

779 237 

12 

1 836 717 

1 826 946 

13 

10257 581 

8 992 324 

18 

5283 751 

- 


43 945 770 

30 500 913 

14 

10 975 263 

10 380 218 

15 

10 902 034 

9 981 781 

16 

14 644 296 

9 660 161 

17 

1 533 060 

- 

18 

5 283 752 

- 

11 

407 365 

368 752 


61 695 691 

42 189419 


404 442 516 

407 966 647 


404442 516 

407 966 647 


466 138 207 

450166 066 


[AuEn-oR-t.^' AL 

| SOUTH AriilCA 

\ 3 & NOV 2^9 
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EMALAHLENI MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019 


REVENUE 


Notes 2019 

A 


2018 

R 

(Restated) 


Revenue from Non*exchange Transactions 
Taxation Revenue 
Property Rates 
Transfer Revenue 

Government Grants and Subsidies - Operating 
Government Grants and Subsidies * Capital 

Other Revenue 

Actuarial Gains 

Rnes, Penalties and Forfeits 

Interest Earned - Receivables from Non-exchange Transactions 

Revenue from Exchange Transactions 

licences and Permits 
Service Charges 

Sales of Goods and Rendering of Services 

Rental from Fixed Assets 

Interest Earned - External Investments 

Interest Earned - Receivables from Exchange Transactions 

Agency Services 

Operational Revenue 

Total Revenue 

EXPENDITURE 

Employee related cost 
Remuneration of Councillors 
Bad Debts Written Off 
Contracted Services 
Depredation end Amortisation 
Actuarial Losses 
Finance Costs 
Bulk Purchases 
Inventory Consumed 
Operating Leases 
Transfers and Subsidies 
Operational Costs 

Total Expenditure 

Operating $urplus/(Deficlt) for the Year 

Reversal of Impairment Loss/(lmpainnent Loss) on Receivables 

Derecognition of fixed assets 

Gains/(Loss) on Sate of Fixed Assets 

NET SURFLUS/fDEFICtT) FOR THE YEAR 


175 040 670 163028 618 



4 627 291 

6 211974 

19 

4 527 291 

5 211 974 


168109940 

166410736 

20 

123284 528 

121753 786 

20 

44825412 

33685 950 


2483 340 

2396 808 

13 

053 763 

646 604 


8 612 

56133 

27 

1 540965 

1 494 171 


34 886146 

20 802 760 

21 

1744 786 

1 640120 

22 

23 929 420 

13 023 060 

23 

304 069 

129 239 

24 

893 643 

813 070 

25 

870 360 

1 182620 

26 

3 743 460 

3359 794 


800 266 

74 505 

26 

2399153 

660 342 


209 726717 

183 831268 


29 

30 

31 

32 

13 

33 

34 

36 

36 

37 

{61 209 853) 
(13002 763) 
(1509 338) 

(20 507 472) 

(24 223 300) 

(90 050) 

(1 585 688) 
(9624 972) 

(2 096530) 

(168 944) 
(10945 603) 

(27 679523) 

(74 700209) 
(12466 471) 
(5260 944) 
(21 032 977) 
(22152 333) 

(1 638 481) 
(13 258682) 
(2 762957) 
(322 305) 
(1727 781) 
(26 065 767) 


(192844 266) 

(181 689 107) 


17 081480 

2242 161 

36 

(10 534 649) 

(7135 908) 

a,6 

(9 549 698) 

- 


(521 245) 

(753 529) 


(3 624131) 

(6847 276) 


icrroa - 
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EMALAHLENI MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2019 



Accumulated Surplus/ 
(Deficit) 

Total 


R 

R 

Balance at 1 July 2017 

414 858 273 

414858 273 

Correction of Error - note 40 

(1244 352) 

(1 244 352) 

Restated balance 

413 613 922 

413613922 

Net SurpIus/(Deficit) for the year 

(5 647 275) 

(5647 275) 

Balance at 30 June 2018 

407 986 647 

407 966 647 

Net Surplus/(Deficit) for the year 

(3 624131) 

(3 524131) 

Balance at 30 June 2010 

404 442516 

404442 516 


I 

| 5JOU T H ^-'PJCA 

! 3 C MOV 2019 
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EMALAHLENI MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2019 


CASH FLOW FROM OPERATING ACTIVITIES 

Notes 

2019 

R 

2018 

R 

Cash receipts 




Ratepayers and other 

Government - Operating 

Government * Capital 

Interest 


21 430243 

123 751 289 

45 891 711 

870 360 

33 570663 
121 753 766 

34 557 316 

1 182 620 

Cash payments 




Suppliers 

Employees 

Councillors 

Finance Charges 


(57 101 353) 
<79165282) 

(12 991 555) 
(109 750) 

(75 023 432) 
(73 798 076) 
(12466 471) 
(49 780) 

Net Cash from Operating Activities 

41 

42 575 664 

29726625 

CASH FLOW FROM INVESTING ACTIVITIES 




Purchase of Property, Plant and Equipment 
Proceeds on Disposal of Fixed Assets 

Purchase of Intangible Assets 


(43 950481) 

22 095 

(36 553 618) 
114 912 
(202 050) 

Net Cash from Investing Activities 

CASH FLOW FROM FINANCING ACTIVITIES 

- 

<43 928 386) 

(36 640 756) 

Repayment of Borrowing 


<368 752) 

(353 452) 

Net Cash from Financing Activities 


(368 752) 

(353 452) 

NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 

(1 721 474) 

(7 267 583) 

Cash and Cash Equivalents at the beginning of the year 

Cash and Cash Equivalents at the end of the yet 10 

5 866 415 

4 144 940 

13133 998 

5 866 415 

NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 

(1 721 474) 

(7 267 583) 


| AUU'i O'X - 

r.C'.JTH AFRICA 


3 G NOV2G19 


_i 


s 



3233 

**** 


22333 

***** 


HU 


in< 


S“ 



“ -S 


i \th 

lisilll 

5.3 


1 


1 

§ 

1* 


nm 

35 

S 

ilff 

I 

3 

*ggg£f 

A D □ O O O 

I 

nn 

1 

g 

8 

8888° 

s 

isil 

a 

a 

jr 

£ 

f'8SgS8 

rt 

05 

T- 

? 3 * s' s 

r* 

1 

3 

8 

£ 885 ' 

B 

§388 

8 

1 

SSfBSSS 

NNNOOn 

K 

SSrs 

§ 

i 

0 

u> 

sssg 

a 

?SoS 

^ 

10 

5 

g 

2BE88B 

8 

sgiS 

g 

8 

Oi 

a 

»*WPB 

S 

T 

5 

i 

4tf»OOr 
^ r* t* 

9 

■n o 
** 

k 

■*" 

« 

a 

V 

ms' 

Of 

s 

121' 

n 

s 

■O 

5 

g. 

g 

§ ■ ■ • 

i 

2 

6 

DNQV) 

i 

» 

881 

Q 

p* 

s 

a 

N 

s 

3 

(M 

J> 

VI 

<N 

*» 

•O 

VI 

a 

a 

s 

m 

0 

a 

E 

Rssa • 

n»n** 

8 

n in 0 

sas 

n 

8 

m * lift 

s 

« 

e 

0 » < * 

s 

i 

«a 

a 

£ 

y 00*1 

8838 

W N OK) 

0 

8 

o> 

■r* 

§8i 

K 

0 

a 

a 

N 

8 

8 

cv 

ID 

«o 

T» 

to 

10 

8 

M 

8 

T- 

0 

B 

K 

fills 

iisil 

oOood 

I^SE® 

& 

a 

o- 

1 

• & * » 
8 

£ 

05 

« 

s* 

3 

8 

« 

I 

■n 

n 

r- 

m 

& 

f. 

1 

i 

f 

s 

1 

1 a ■ 1 


f 

i 

A 

£ 

f 

n 

(2 

(SI 

8. 

nun 

9 

g»s 

» 

a 

S 

I. 

CO 

0 

r- 

0 • • 1 

a 

0 

s 

a 

a 

s 

8 ill 

n tnoiA 

?! 

8 

3 

0 

n* 

8 

5 

a 

5 

N 

tn 

& 

OK 

£ 

*• 

3 

a 

8 

s 

s 

s 

a 

to 


i |is|l i e 

i i zj>il § i 

e < 

1 I 




4M,6 157 6B6 029 (62 7SS 302) 74 910 727 74 910 727 404 442516 






EMALAHLEM MUNICIPALITY 

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2010 
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EMALAHLEM MUNICIPALITY 

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2010 



Nit Cash fromtyused) Financing ActMttai 45.2,10 14 058 819 <15000 000) (941101) (041 181 ) (368 752) - 60 , 82 % 

NET MCREASE^DECREASE) IK CASH HELD 48164933 (12970 759) 35 194 174 35 194174 (1721 474) -104,89* 

Cash and Cash Equivalents at to year begin: 16270000 (9020000) 6450 000 6450 000 58664 15 -9,05* 

Cash ami Cash Eqiavalents at to year end; 64 434 933 (22790759) 41644174 41644174 4144 941 -90,05* 



EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


1. ACCOUNTING PRINCIPLES AND POLICIES APPLIED IN THE FINANCIAL STATEMENTS 


1.1* BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and 
are in accordance with historical cost convention unless specified otherwise. 

The annual financial statements have been prepared in accordance with the Municipal 
Finance Management Act (MFMA) and effective standards of Generally Recognised 
Accounting Practices (GRAP) Including any interpretations and directives issued by the 
Accounting Standards Board (ASB) in accordance with Section 122(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). 

Accounting policies for material transactions, events or conditions not covered by the GRAP 
reporting framework . have been developed In accordance with paragraphs 8,10 and 11 of 
GRAP 3 (Revised - March 2012) and the hierarchy approved in Directive 5 issued by the 
Accounting Standards Board. 

A summary of the significant accounting policies, which have been consistently applied 
except where an exemption has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is 
permitted or required by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's 
financia: statements, unless explicitly stated otherwise. The details of any changes in 
accounting policies are explained in the relevant notes to the financial statements. 

In terms of Directive 7: ‘The Application of Deemed Cost on the Adoption of Standards of 
GRAP" issued by the Accounting Standards Board, the Municipality applied deemed cost to 
Investment Property, Property, Plant and Equipment and Intangible where the acquisition 
cost of an asset could not be determined. 


1.2, PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual 
values. Financial values are rounded to the nearest one Rand. 

13. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 
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EMALAHLEm MUNiCiPAUTY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

1.4. COMPARATIVE INFORMATION -- 

When (he presentation or classification of items in (he annual financial statements is 
amended, prior period comparative amounts are restated, unless a standard of GRAP does 
not require the restatements of comparative information. The nature and reason for the 
reclassification is disclosed. Where material accounting errors have been identified In the 
current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy 
In the current year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 

1.6 AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on 
the relevance of any such amendment to the formal and presentation of the annual financial 
statements. The principal amendments to matters disclosed in the current financial 
statements Include errors. 

1.6. MATERIALITY 

Material omissions or misstatements of items are material if they could, individually or 
collectively, influence the decision or assessments of users made on the basis of the annual 
financial statements. Materiality depends on the nature or size of the omission or 
misstatements judged in the surrounding circumstances. The nature or size of the 
information item, or a combination of both, could be the determining factor. Materiality is 
determined as 1% of total expenditure. This materiality is from management's perspective 
and does not correlate with the auditor's materiality, 

1.7. PRESENTATION OF BUDGET INFORMATION 

The presentation of budget information is prepared in accordance with GRAP 24 and based 
on the Municipal Budget and Reporting Regulations format. The comparison of budget and 
actual amounts are disclosed as separate additional financial statements, namely 
Statements of comparison of budget and actual amounts. 

Budget information is presented on the accrual basis and is based on the same period as the 
actual amounts, l.e. 1 July 2019 to 30 June 2019. The budget information is therefore on a 
comparable basis to the actual amounts. 

The comparable information includes the following: 

• the approved and final budget amounts; 

• actual amounts and final budget amounts; 

Explanations for differences between the approved and final budget are included In the 
Statements of Comparison of Budget and Actual Amounts. 

Explanations for material differences between the final budget amounts and actual amounts 
are included the Statements of Comparison of Budget and Actual Amounts. Material 
differences are being defined by Management as 10% of a specific lineJtem with a minimum 
of R1 million. 

The disclosure of comparative information in respect of the previous period is not required in 
terms of GRAP 24. 
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EMALAHLENI MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED 
BUT NOT YET EFFECTIVE 

GRAP 18 Segment Reporting f& effective from 1 April 2015. The implementation of 
GRAP 18 is delayed, in terms of Directive 5 t for municipalities for the 2017/18 
financial year. The implementation date of GRAP 18 is 1 April 2020 

The following GRAP standards have been issued but are not yet effective and have not 
been early adopted by the Municipality: 


Standard 

Description 

Effective Date 




GRAP 20 

(Original-June 2011) 

Related Party Disclosure 

The objective of this Standard is to ensure that a 
Municipality's financial statements contains the 
disclosures necessary to draw attention to the 
possibility that its financial position and surplus or 
deficit may have been affected by the existence of 
related parties and by transactions and outstanding 
balances with such parties. 

The Municipality resolved to adopt the disclosure 
requirements as per GRAP 20. The information is 
therefore included In (he financial statements. 

1 April 2019 

GRAP 32 

(Original - Aug 2013) 

Service Concession Arrangements: Grantor 

The objective of this Standard is to prescribe the 
accounting for service concession arrangements by 
the grantor and a public sector entity. 

No such transactions or events are expected in the 
foreseeable future. 

1 April 2019 

GRAP 34 

(Revised - April 2010 

Separate Financial Statements 

The objective of this Standards fs to prescribe the 
accounting and disclosure requirements in controlled 
entities, joint ventures and associates when an entity 
prepares separate financial statements. 

No significant Impact expected as no such 
transactions or events are expected in the 
foreseeable future 

Unknown 
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GRAP 35 

(Revised - April 2019 

Consolidated Financial Statements 

The objective of this Standard is to establish 
principles for the presentation and preparation of 
consolidated financial statements when an entity 
controls one or more other entities. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 

Unknown 

GRAP 36 

Investments In Associates and Joint Ventures 

Unknown 

(Revised ~ April 2019 

The objective of this Standard is to prescribe the 
accounting for Investments in associates and joint 
ventures and to set out the requirements for the 
application of the equity method when accounting for 
investments in associates and joint ventures. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP37 

Joint Arrangements 

Unknown 

(Revised-April 2019) 

The objective of this Standard is to establish 
principles ter financial reporting by entities that have 
an interest in arrangements that are controlled jointly 
(i.e. joint arrangements) 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


GRAP38 

Disclosure of Interest In Other Entities 

Unknown 

(Revised * April 2019 

The objective of this Standard Is to require an entity 
to disclose information that enables users of its 
financial statements to evaluate: 

a) the nature of, and risks associated with, its 
interest in controlled entities unconsolidated 
controlled entities, joint arrangements and 
associates, and structure entities that are not 
consolidated; and 

b) the effects of those interests on its financial 
position, financial performance and cash flows. 

No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 



IS 
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IGRAP 17 


Service Concessions Arrangements Where a 
Grantor Controls a Significant Residual interest 
in a Asset 


Unknown 


This interpretation of the Standards provides 
guidance to the grantor where ft has entered into a 
service concession arrangement, but only controls a 
significant residual interest in a service concession 
asset at the end of the arrangement, where the 
arrangement does not constitute a lease 


GRAP104 


No such transactions or events are expected (n the 
foreseeable future. 


Financial Instruments 


Unknown 


(Revised-April 2019) 


The objective of this Standard is to establish 
principles for recognising, measuring, presenting and 
disclosing financial instruments. 


No significant impact is expected as the 
Municipality's current treatment is already in line with 
the Standards treatment. 


GRAP108 


Statutory Receivables 


1 April 2019 


(Original-Sept 2013) 


The objective of this Standard is to prescribe 
accounting requirements for the recognition, 
measurement, presentation and disclosure of 
statutory receivables. 


The Municipality has resolved to adopt the principles 
as set out in GRAP 108 to formulate its own 
accounting policy 


GRAP 199 


Accounting by Principles and Agents 

The objective of this Standard is to outline principles 
to be used by an entity to assess whether it is party 
to a principal-agent arrangement, and whether it is a 
principal or an agent In undertaking transactions in 
terms of such an arrangement 


1 April 2019 


GRAP 110 


No significant ompact is expected as the 
Municipality's current treatment is already in line with 
the Standards treatment. 

Living and non-living resources 


The objective of this Standard Is prescribe the 
recognition, measurement, presentation and 
disclosure requirements for living resources; and 
disclosure requirements for non-living resources. 


1 April 2020 
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No significant impact expected as no such 
transactions or events are expected in the 
foreseeable future. 


IGRAP13 

Recognition and Derecognition of Land 

The Interpretation provide guidance on when an 
entity should recognise and derecognise land as an 
asset in its financial statements. 

The municipality needs to assess whether there are 
any changes to binding agreements that may impact 
its assessment of control. 

1 April 2019 

IGRAP19 

Liabilities to Pay Levies 

The Interpretation provides guidance on the 
accounting for levies in the financial statements of 
the entity that is paying the levy. It clarifies when 
entities need to recognise a liability to pay a levy that 
is accounted for in accordance with GRAP19. 

No significant impact is expected as the 
Municipality's current treatment is already in fine with 
the Interpretation. 

1 April 2019 


These standards, amendments and interpretations will not have a significant impact on 
the Municipality once implemented. 
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1.9. LEASES - 

19 .1 Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Municipality. Property, plant 
and equipment or intangible assets (excluding licensing agreements for such items as 
motion picture films, video recordings, plays, manuscripts, patents and copyrights) 
subject to finance lease agreements are initially recognised at the lower of the asset's fair 
value and the present value of the minimum lease payments. The corresponding 
liabilities are initially recognised at the inception of the (ease and are measured as the 
sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest. In discounting the lease payments, the Municipality uses the 
interest rate that exactly discounts the tease payments and unguaranteed residual value 
to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with 
the stated accounting policies applicable to property, plant and equipment, investment 
property or intangibles assets. The lease liability is reduced by the lease payments, 
which are allocated between the lease finance cost and the capital repayment using the 
effective interest rate method. Lease finance costs are expensed when incurred. The 
accounting policies relating to de-recognition of financial instruments are applied to lease 
payables. 

Operating leases are those teases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined expenses and actual payments 
made will give rise to a liability. The Municipality recognises th® aggregate benefit of 
incentives as a reduction of rental expense over the tease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern of the lessee's 
benefit from the use of the leased asset. 

19.2 Municipality as Lessor 

Under a finance lease, the Municipality recognises the tease payments to be received in 
terms of a tease agreement as an asset (receivable). The receivable is calculated as the 
sum of all the minimum lease payments to be received, plus any unguaranteed residual 
accruing to the Municipality, discounted at the interest rate Implicit in the lease. The 
receivable is reduced by the capital portion of the lease instalments received, with the 
interest portion being recognised as interest revenue on a time proportionate basis. The 
accounting policies relating to de-recognition and impairment of financial Instruments are 
applied to lease receivables. 

Operating teases are those teases that do not fall within the scope of the above definition. 
Operating lease revenue is recognised on a straight-line basis over the term of the 
relevant lease. The difference between the straight-lined revenue and actual payments 
received will give rise to an asset. The Municipality recognises the aggregate cost of 
Incentives as a reduction of rental revenue over the lease term, on a straight-line basis 
unless another systematic basis is representative of the time pattern over which the 
benefit of the leased asset is diminished. 
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UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS- 

Conditional government giants are subject to specific conditions. If these specific 
conditions are not met r the monies received are repayable, 

Unspent conditional grants are financial liabilities that are separately reflected on the 
Statement of Financial Position, They represent unspent government grants, subsidies 
and-contributions from the public. 

This liability always has to be cash-backed. The following provisions are set for the 
creation and utilisation of this creditor 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are 
transferred to revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested as individual investment or part of 
the general Investments of the Municipality until it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If 
it is payable to the funder it is recorded as part of the creditor, if it is the 
Municipality's interest, it ts recognised as interest earned in the Statement of 
Financial Performance. 

1.11. UNPAID CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

Unpaid conditional grants are assets in terms of the Framework that are separately 
reflected on the Statement of Financial Position. The asset Is recognised when the 
Municipality has an enforceable right to receive the grant or if it is virtually certain that it 
will be received based on that grant conditions have been met. They represent unpaid 
government grants, subsidies and contributions from the public. 

The following provisions are set for the creation and utilisation of grant receivables: 

• Unpaid conditional grants are recognised as an asset when the grant is receivable. 


1-12. PROVISIONS 

Provisions are recognised when the Municipality has a present legal or constructive 
obligation as a result of past events, it is probable that art outflow of resource embodying 
economic benefits or service potential will be required to settle the obligation and a 
reliable estimate of the provision can be made, Provisions are reviewed at reporting date 
and adjusted to reflect the current best estimate of Mure outflows of resources. Where 
the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market's current assessment of the time value of money, 
adjusted for risks specific to the liability. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where an inflow of economic benefits or service potential is probable. 

Future events that may affect the amount required to settle an obligation are reflected in 
the amount of a provision where there ts sufficient Objective evidence that they will occur. 
Gains from the expected disposal of assets are not taken Into account in measuring a 
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provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs Is recognised only when the following criteria over and 
above the recognition criteria of a provision have been met: 

(a) The Municipality has a detailed forma! plan for the restructuring identifying at least 

• the business or part of a business concerned; 

• the principal locations affected; 

• the location, function and approximate number of employees who will be 
compensated for terminating their services; 

• the expenditures that will be undertaken; and 

• when the plan will be implemented. 

(b) The Municipality has raised a valid expectation in those affected that it will carry 
out the restructuring by starting to implement that plan or announcing its main 
features to those affected by it. 

If it is no longer probable that an outflow of resources embodying economic benefits or 
service potential will be required to settle the obligation, the provision b de-recognlsed. 


1.13. EMPLOYEE BENEFITS 

Defined contribution plans are post-employment benefit plans under which the 
Municipality pays fixed contributions into a separate entity (a fund) and wilt have no legal 
or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior 
periods. 

Defined benefit plans are post-employment benefit plans other than defined contribution 
plans. 


1.1$. 1 Post-Retirement Medical Obligations 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. 
Council pays 60% as contribution and the remaining 40% are paid by the members. For 
retired members, Council pays 70% as contribution and the remafning 30% are paid by 
the members. The entitlement to these benefits Is usually conditional on the employee 
remaining in service up to retirement age and the completion of a minimum service 
period. The present value of the defined benefit liability is actuarially determined in 
accordance with GRAP 25 - Employee benefits (using a discount rate applicable to high 
quality government bonds). The plan is unfunded. 

These contributions are charged to the Statement of Financial Performance when 
empioyees have rendered the service entitling them to the contribution. The liability was 
calculated by means of the projected unit credit actuarial valuation method. The liability in 
respect of current pensioners is regarded as fully accrued, and is therefore not split 
between a past (or accrued) and future In-service element. The liability is recognised at 
the fair value of the obligation. Payments made by the Municipality are set-off against the 
liability, including notional interest, resulting from the valuation by the actuaries and are 
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charged against the Statement of Financial Performance as employee benefits upon 
valuation. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, i$ charged or credited to the Statement of Financial Performance 
in the period that it occurs. These obligations are valued periodically by independent 
qualified actuaries. 

If 3.2 Long Service Awards 

Long service awards are provided to employees who achieve certain predetermined 
milestones of service within the Municipality. The Municipality's obligation under these 
plans is valued by independent qualified actuaries annually and the corresponding liability 
is raised. Payments are set-off against the liability, including notional interest, resulting 
from the valuation by the actuaries and are recognised in the Statement of Financial 
Performance as employee benefits upon valuation. 

Actuarial gains and losses arising from the experience adjustments and changes In 
actuarial assumptions, Is recognised in the Statement of Financial Performance In the 
period that it occurs. These obligations are valued periodically, unless circumstances 
change significantly in which case it is done annually, by independent qualified actuaries. 

If3.3 Staff Leave accrued 

Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year-end and also on the 
total remuneration package of the employee. 

Accumulating leave is carried forward and can be used in future periods if the current 
period's entitlement is not used in full. All unused leave will be paid out to the specific 
employee at the end of that employee's employment term. Unused leave is being capped 
at 48 days. 

Accumulated leave Is vesting. 


1.13.4 Staff Bonuses Accrued 

Liabilities for staff bonuses are recognised as they accrue to employees. The liability at 
year end is based on bonus accrued at year-end for each employed. 

f. f 3.5 Provision for Performance Bonuses 

A provision, in respect of the [lability relating to the anticipated costs of performance 
bonuses payable to Section 57 employees, is recognised as it accrues to Section 57 
employees. Municipal entities' performance bonus provisions are based on the 
employment contract stipulations as well as previous performance bonus payment 
trends. 

f.f3.5 Pension and retirement fund obligations 

The Municipality provides retirement benefits for Us employees and councillors. 

Defined contribution plans are post-employment benefit plans under which the 
Municipality pays fixed contributions into a separate entity (a fund) and will have no legal 
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or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay ail employee benefits relating to employee service in the current and prior 
periods. 

The contributions to fund obligations for the payment of retirement benefits are 
recognised in the Statement of Financial Performance in the year they become payable. 

The defined benefit funds, which are administered on a provincial basts, are actuarially 
valued tri-annualfy on the projected unit credit method basis. Deficits Identified are 
recovered through lump sum payments or increased future contributions on a 
proportional basis to all participating municipalities. The contributions and lump sum 
payments are recognised in the Statement of Financial Performance in the year they 
become payable. Sufficient information is not available to use defined benefit accounting 
for a multi-employer plan. As a result, defined benefit plans have been accounted for as 
if they were defined contribution plans. 


1.13*7 Other Short-term Employee Benefits 

When an employee has rendered service to the Municipality during a reporting period, 
the Municipality recognises the undiscounted amount of short-term employee benefits 
expected to be paid in exchange for that service; 

• as a liability (accrued expense), after deducting any amount already paid. If the 
amount already paid exceeds the undiscounted amount of the benefits, the 
Municipality recognises that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

• as an expense, unless another Standard requires or permits the Inclusion of the 
benefits in the cost of an asset. 

1.14. BORROWING COSTS 

Borrowing costs directly attributable to the acquisition, construction or production of 
qualifying assets are not capitalised to the cost of that asset. 

Under the benchmark treatment, borrowing costs are recognised as an expense in the 
period in which they are incurred, regardless of how the borrowings are applied. 


1.15. PROPERTY, PLANT AND EQUIPMENT 
1.15.1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure 
assets) that are hefd for use in the production or supply of goods or sen/ices, rental to 
others, or for administrative purposes, and are expected to be used during more than one 
year. The cost of an item of property, plant and equipment is recognised as an asset If, 
and only if it is probable that future economic benefits or service potential associated with 
the Hem will flow to the Municipality, and the cost or fair value of the item can be 
measured reliably. Items of property, plant and equipment are initially recognised as 
assets on acquisition date and are initially recorded at cost. The cost of an item of 
property, plant and equipment is the purchase price and other costs attributable to bring 
the asset to the location and condition necessary for it to be capable of operating in the 
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manner intended by the Municipality TradVdiscounts and rebates are deducted In 
arriving at the cost. The cost also includes the necessary costs of dismantling and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equ^ment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. 

Where an asset is acquired by the Municipality for no or nominal consideration (i,e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of that asset 
on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non¬ 
monetary asset or monetary assets, or a combination of monetary and non-monetary 
assets, the assets acquired is initially measured at fair value (the cost), ft the acquired 
item's fair value is not determinable, it's deemed cost is the carrying amount of the 
assess) given up 

Major spare parts and servicing equipment qualify as property, plant and equipment when 
the Municipality expects to use them during more than one period. Similarly, if the major 
spare parts and servicing equpment can be used only in connection with an item of 
property, plant and equipment, they are accounted fores property, plant and equipment. 


1-15.2 Subsequent Measurement- Cost Model 

Subsequent to initial recognition, items of property, plant and equipment are measured at 
cost less accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it Is deemed to have an indefinite useful life. 

Where the Municipality replaces parts of an asset, it derecognises the part of the asset 
being replaced and capitalises the new component. Subsequent expenditure incurred on 
an asset is capitalised when it increases the capacity or future economic benefits or 
service potential associated with the asset 

1.1 5,3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated usefu) lives, residuaf values and depreciation 
method are reviewed at each year end, with the effect of any changes In estimate 
accounted for on a prospective basis, 

The annual depreciation rates are based on the following estimated useful lives; 


Asset Class 

Asset ub*grouping 

iiawiHiaaail 

Land 

Nona 

Indefinite 

Buildings 

None 

5-100 

| Infrastructure 

Landfill Site 

10-100 


Electricity 

1-75 


Water 

12-182 
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Asset Class 

Asset Sub-grouping 

Useful Life (Yrs) 


Roads 

1-120 

Security Measures 

1-50 

ii 1 1 i 

Ceme tries A Fencing 

1-100 


Halls 

6-100 


Library 

5-100 


Buildings Other 

5-100 


Paths and Gardens 

1-50 


Sporifelds and Stadia 

1-100 

Leased Asset 

None 

3 

Heritage 

None 

Indefinite 

Other Assets 

Computer Hardware 

1-25 

Plant and Equipment 

1-25 

Furniture and Other Office Equipment 

1-40 

Maifcets 

1-35 

"vehicles and Specialised Vehicles 

1-55 


Property, pfant and equipment are reviewed at each reporting date for any Indication of 
impairment. If any such indication exists, the asset's recoverable amount is estimated. 
The impairment recognised in the Statement of Financial Performance is the excess of 
the carrying vafue over the recoverable amount. 

An Impairment is reversed only to the extent that the asset's carrying amount does not 
exceed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance, 

1.15,4 Derecognition 

Items of property, plant and equipment are derecognised when the asset is disposed or 
when there are no further economic benefits or service potential expected from the use of 
the asset. The gain or loss arising on the disposal or retirement of an item of property, 
plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and Is recognised in the Statement of Financial Performance. 


1-15.5 Land and buildings and Other Assets - application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Land arid Buildings the fair value as determined by a valuator was used 
in order to determine the deemed cost as on 1 July 2010. For Other Assets the 
depreciation cost method was used to establish the deemed cost as on 1 July 2010. 
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Tie! Intangible assets “- 

1-16.1 Initial Recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. 

An asset meets the identifiability criterion in the definition of an intangible asset when it: 

• is separable, i.e. Is capable of being separated or divided from the Municipality and 
sold, transferred, licensed, rented or exchanged, either individually or together with 
a related contract, Identifiable asset or liability, regardless of whether the 
Municipality intends to do so; or 

• arises from binding arrangements from contracts, regardless of whether those 
rights are transferable or separable from the Municipality or from other rights and 
obligations. 

The Municipality recognises art intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential that 
are attributable to the asset will flow to the Municipality and the cost or fair value of the 
asset can be measured reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they 
are capitalised. Research expenditure is never capitalised, while development 
expenditure is only capitalised to the extent that 

• the Municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the Municipality has the resources to complete the project; 

• it Is probable that the Municipality will receive future economic benefits or service 
potential; and 

• the Municipality can measure reliably the expenditure attributable to the intangible 
asset during its development. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost). If the acquired item's fair value is not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

1-16.2 Subsequent Measurement - Cosf Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and any 
accumulated impairments losses. The cost of an intangible asset is amortised over the 
useful life where that useful life is finite. Where the useful life is indefinite, the asset is not 
amortised but is subject to an annua) impairment test 
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1.16.3 Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over its 
estimated useful lives using the straight-line method. Amortisation of an asset begins 
when it is available for use, i.e. when it is in the condition necessary for it to be capable of 
operating in the manner intended by management. Components of assets that are 
significant in relation to the whole asset and that have different useful lives are amortised 
separately. The estimated useful lives, residual values and amortisation method are 
reviewed at each year and, with the effect of any changes in estimate accounted for on a 
prospective basis. The annual amortisation rates are based on the following estimated 
useful lives: 

Years 

Computer Software 2*10 

Computer Software Licenses 2-10 

1.16.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no 
further economic benefits or service potential expected from the use of the asset. The 
gain or toss arising on the disposal or retirement of an intangible asset is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.16.5 Application of deemed cost (Directive 7) 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, Issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. For Intangible Assets the depreciated replacement cost method was used 
to establish the deemed cost as on 1 July 2010. 

1.17, INVESTMENT PROPERTY 

1*17,1 Intttet Recognition 

Investment property is recognised as an asset when, and only when: 

# it is probable that the future economic benefits or service potential that are 
associated with the investment property will flow to the Municipality, and 

• the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both 
land and buildings held under a finance lease) held to earn rentals and/or for capital 
appreciation, rather than held to meet service delivery objectives, the production or 
supply of goods or services, or the sale of an asset in the ordinary course of operations. 
Property with a currently undetermined use, is also classified as investment property. 

At initial recognition, the Municipality measures investment property at cost including 
transaction costs once it meets the definition of investment property. However, where an 
investment property was acquired through a non-exchange transaction (U. where it 
acquired the investment property for no or a nominal value), its cost is its fair value as at 
the date of acquisition. The cost of self-constructed investment property is measured at 
cost. 
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Transfers are made to or from investment property only when there is a change in use. 
For a transfer from investment property to owner occupied property, the deemed cost for 
subsequent accounting is the fair value at the date of change in use If owner occupied 
property becomes an investment property, the Municipality accounts for such property in 
accordance with the policy stated under property, plant and equipment up to the date of 
change in use. 

1.17.2 Subsequent Measurement- Cost Model 

Subsequent to initial recognition, items of investment property are measured at cost less 
accumulated depreciation and any accumulated impairment losses. Land is not 
depreciated as it is deemed to have an Indefinite useful life. 

1.17.3 Depreciation anti Impairment - Cost Model 

Depredation is calculated on the depreciable amount, using the straight-line method over 
the estimated useful lives of the assets. Depreciation of an asset begins when it is 
available for use, i.e. when it is in the location and condition necessary for it to be 
capable of operating in the manner intended by management. Components of assets that 
are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The estimated useful lives, residual values and depredation 
method are reviewed at each year end, with the effect of any changes in estimate 
accounted for on a prospective basis. 

Investment Property Years 

Buildings 20-100 


1.17.4 De-recognition 

Investment property is derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the investment property. The gain or loss 
arising on the disposal or retirement of an item of investment property is determined as 
the difference between the sales proceeds and the carrying value and is recognised in 
the Statement of Financial Performance. 

1.17.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained in 
Directive 7 of the Accounting Standards Board, issued in December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was used in order to determine 
the deemed cost as on 1 July 2010. 

1.18. HERITAGE ASSETS 

1,18.1 initial Recognition 

A heritage asset is defined as an asset that has a cultural, environmental, historical, 
natural, scientific, technological or artistic significance and is held and preserved 
indefinitely for the benefit of present and future generations. 
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A heritage asset fs recognised as an asset if, and only if it is probable that future 
economic benefits or service potential associated with the asset will flow to the 
Municipality, and the cost or fair value of the asset can be measured reliably. 

A heritage asset that qualifies for recognition as an asset, is measured at its cost. Where 
a heritage asset Is acquired through a non-exchange transaction, its cost is deemed to be 
its fair value as at the date of acquisition. 

1*18.2 Subsequent Measurement-Cost Model 

After recognition as an asset, heritage assets are carried at its cost less any accumulated 
impairment losses. 

1.18.3 Depreciation and impairment 
Heritage assets are not depreciated 

Heritage assets are reviewed at each reporting date (dr any indication of impairment, (f 
any such indication exists, the asset's recoverable amount is estimated. The impairment 
recognised in the Statement of Financial Performance is the excess of the carrying value 
over the recoverable amount. 

An impairment is reversed only to the extent that the asset's carrying amount does not 
exoeed the carrying amount that would have been determined had no impairment been 
recognised. A reversal of an impairment is recognised in the Statement of Financial 
Performance. 

1.18.4 De-recognition 

Heritage assets are derecognised when it is disposed or when there are no further 
economic benefits expected from the use of the heritage asset. The gain or loss arising 
on the disposal or retirement of a heritage asset is determined as the difference between 
the sales proceeds and the carrying value of the heritage asset and is recognised in the 
Statement of Financial Performance. 

1.18.5 Application of deemed cost - Directive 7 

The Municipality opted to take advantage of the transitional provisions as contained In 
Directive 7 of the Accounting Standards Board, issued In December 2009. The 
Municipality applied deemed cost where the acquisition cost of an asset could not be 
determined. The fair value as determined by a valuator was U 9 ed in order to determine 
the deemed cost as on 1 July 2010. 

1.19. IMPAIRMENT OF NGN-FINANCIAL ASSETS 

1.19.1 Cash-generatlng assets 

Cash-generating assets are assets held with the primary objective of generating a 
commercial return. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or when annual impairment testing for an 
asset is required, the Municipality estimates the asset's recoverable amount. 
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In assessing whether there is any Indication that an asset may be impaired, the 
Municipality considers the following indications: 

(a) External sources of information 

• During the period, an asset’s market value has declined significantly more 
than would be expected as a result of the passage of time or normal use. 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or will take place in the near future, in the 
technological, market, economic or legal environment in which the 
Municipality operates or in the market to which an asset is dedicated. 

• Market interest rates or other market rates of return on investments have 
increased during the period, and those increases are Ifcely to affect the 
discount rate used in calculating an asset's value in use and decrease the 
asset's recoverable amount materially. 

(b) Internal sources of information 

• Evidence is available of obsolescence or physical damage of an asset 

• Significant changes with an adverse effect on the Municipality have taken 
place during the period, or are expected to take place in the near future, in 
the extent to which, or manner in which, an asset is used or is expected to 
be used, These changes include the asset becoming idle, plans to 
discontinue or restructure the operation to which an asset belongs, plans to 
dispose of an asset before the previously expected date, and reassessing 
the useful life of an asset as finite rather than indefinite, 

• Evidence is available from internal reporting that indicates that the economic 
performance of an asset is, or will be, worse than expected. 

The re-designation of assets from a cash-generating asset to a non-cash generating 
asset or from a non-cash-generating asset to a cash-generating asset shall only occur 

when there is clear evidence that such a re-designation is appropriate. A re-designation, 
by itself, does not necessarily trigger an impairment test or a reversal of an impairment 
loss. Instead, the indication for an impairment test or a reversal of an impairment loss 
arises from, as a minimum, the indications listed above. 

An asset's recoverable amount is the higher of an asset's or cash-generating unit's 
(CGU) fair value less costs to sell and its value in use and Is determined for an individual 
asset, unless the asset does not generate cash inflows that are largely independent of 
those from other assets or groups of assets. Where the carrying amount of an asset or 
CGU exceeds its recoverable amount, the asset is considered impaired and is written 
down to its recoverable amount. In assessing value in use, the estimated future cash 
flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the 
asset In determining fair value less costs to sell, an appropriate valuation model is used. 
Impairment losses are recognised In the Statement of Financial Performance in those 
expense categories consistent with the function of the Impaired asset 
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After the recognition of an impairment loss, the depreciation (amortisation) charge for the 
asset is adjusted in future periods to allocate the asset's revised carrying amount, less its 
residual value (if any), on a systematic basis over its remaining useful life. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If 
such indication exists, the Municipality estimates the asset's or CGlfs recoverable 
amount. A previously recognised impairment loss is reversed only if there has been a 
change in the assumptions used to determine the asset's recoverable amount since the 
last impairment loss was recognised. The reversal is limited so that the carrying amount 
of the asset does not exceed its recoverable amount, nor exceed the carrying amount 
that would have been determined, net of depreciation, had no impairment loss bean 
recognised for the asset in prior years. Such reversal is recognised In the Statement of 
Financial Performance. 


1*19,2 Non~cask-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

The Municipality assesses at each reporting date whether there is an indication that an 
asset may be impaired. If any indication exists, or whan annual impairment testing for an 
asset is required, the Municipality estimates the asset's recoverable service amount. 

In assessing whether there is any indication that an asset may be impaired, the 
Municipality considers the following indications: 

(a) External sources of information 

• Cessation, or near cessation, of the demand or need for services provided 
by the asset. 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period or will take place in the near future, in the 
technological, legal or government policy environment in which the 
Municipality operates. 

(b) Internal sources of information 

• Evidence is available of physical damage of an asset 

• Significant long-term changes with an adverse effect on the Municipality 
have taken place during the period, or are expected to take place in the near 
future, in the extent to which, or manner in which, an asset is used or is 
expected to be used. These changes include the asset becoming idle, plans 
to discontinue or restructure the operation to which an asset belongs, or 
plans to dispose of an asset before the previously expected date. 

• A decision to had the construction of the asset before it is complete or in a 
usable condition. 

• Evidence is available from internal reporting that indicates that the service 
performance of an asset is, or will be, significantly worse than expected. 
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~An asset’s recoverable service amount is the higher of a non-cash-generating asset's fair 
value less costs to sell and its value In use. IF the recoverable service amount of an asset 
is less than its carrying amount, the carrying amount of the asset is reduced to its 
recoverable service amount. That reduction is an impairment loss is recognised in the 
Statement of Financial Performance. 

The value in use of a non-cash-generating asset is the present value of the asset’s 
remaining service potential. The present value of the remaining service potential of the 
asset is determined using any one of the following approaches, depending on the nature 
of the asset in question: 

• depreciation replacement cost approach - the present value of the remaining 
service potential of an asset is determined as the depreciated replacement cost of 
the asset. The replacement cost of an asset is the cost to replace the asset's gross 
service potential. This cost is depreciated to reflect the asset in Its used condition. 
An asset may be replaced either through reproduction (replication) of the existing 
asset or through replacement of its gross service potential. The depreciated 
replacement cost Is measured as the reproduction or replacement cost of the 
asset, whichever is lower, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset 

• restoration cost approach - the cost of restoring the service potential of an asset to 
its pre-impaired level. Under this approach, the present value of the remaining 
service potential of the asset is determined by subtracting the estimated restoration 
cost of the asset from the current cost of replacing the remaining service potential 
of the asset before impairment. The (alter cost is usually determined as the 
depreciated reproduction or replacement cost of the asset, whichever is lower. 

• service unit approach - the present value of the remaining service potential of the 
asset is determined by reducing the current cost of the remaining service potential 
of the asset before impairment, to conform with the reduced number of service 
units expected from the asset in its impaired state. As in the restoration cost 
approach, the current cost of replacing the remaining service potential of the asset 
before impairment is usually determined as the depreciated reproduction or 
replacement cost of the asset before impairment, whichever is lower. 

Fair value less costs to sell |9 the amount obtainable from the sale of an asset in an arm's 
length transaction between knowledgeable, willing parties, less the costs of disposal. 

An impairment loss is recognised immediately in surplus or deficit, unless the asset is 
carried at a revalued amount In accordance with another Standard of GRAP. Any 
impairment loss of a revalued asset shall be treated as a revaluation decrease in 
accordance with that Standard of GRAP. 

The Municipality assesses at each reporting date whether there is any indication that an 
impairment Joss recognised in prior periods for an asset may no longer exist or may have 
decreased, If any such indication exists, the Municipality estimates the recoverable 
service amount of that asset. 

An impairment loss recognised in prior periods for an asset is reversed if there has been 
a change in the estimates used to determine the asset's recoverable service amount 
since the last impairment loss was recognised. If this is the case, the carrying amount of 
the asset is increased to its recoverable service amount. The increased carrying amount 
of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no 
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impairment loss been recognised for the asset in prior periods. Such a reversal of an 
impairment loss is recognised in the Statement of Financial Performance. 

1.20. INVENTORIES 
120.f Initial Recognition 

Inventories comprise of current assets held for sale, consumption or distribution during 
the ordinary course of business. Inventories are recogn sed as an asset if. and only if t it 
is probable that future economic benefits or service potential associated with the item will 
flow to the Municipality, and the cost of the inventories can be measured reliably. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, 
plus non-recoverable taxes, transport costs and any other costs in bringing the 
inventories to their current location and condition. Where inventory is manufactured, 
constructed or produced, the cost includes the cost of labour, materials and overheads 
used during the manufacturing process, 

Where inventory is acquired by the Municipality for no or nominal consideration (i.e. a 
non-exchange transaction), the cost is deemed to be equal to the fair value of the item on 
the date acquired. 

1,20.2 Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and 
finished goods, are valued at the lower of cost and net realisable value unless they are to 
be distributed at no or nominal charge, in which case they are measured at the lower of 
cost and current replacement cost. Redundant and slow-moving inventories are 
identified and written down. Differences arising on the valuation of Inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. 
The amount of any reversal of any write-down of inventories arising from an increase in 
net realisable value or current replacement cost s recognised as a reduction in the 
amount of inventories recognised as an expense in the period in which the reversal 
occurs. 

The carrying amount of inventories is recognised as an expense In the period that the 
inventory was sold, distributed, written off or consumed, unless that cost qualifies for 
capitalisation to the cost of another asset 

The basis of allocating cost to inventory items is the weighted average method. 

1.21. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the Statement of Financial Position include 
receivables (both from exchange transactions and non-exchange transactions), cash and 
cash equivalents, annuity loans and payables (both form exchange and non-exchange 
transactions) and non-current investments. The future utilization of Unspent Conditional 
Grants is evaluated In order to determine whether ft is treated as financial instruments. 

1,21.1 initial Recognition 

Financial instruments are initially recognised when the Municipality becomes a party to 
the contractual provisions of the instrument at fair value plus, in the case of a financial 
asset or financial liability not at fair value, transaction costs that are directly attributable to 
the acquisition or issue of the financial asset or financial liability. If finance charges fn 
respect of financial assets and financial liabilities are significantly different from similar 
charges usually obtained in an open market transaction, adjusted for the specific risks of 
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the municipality, such differences are immediately recognised in the period it occurs, and 
the unamortfsed portion adjusted over the period of the loan transactions. 

1.21.2 Subsequent Measurement 

Financial assets are categorised according to their nature as either financial assets at fair 
value, financial assets at amortised cost or financial assets at cost. Financial liabilities 
are categorised as either at fair value or financial liabilities carried at amortised cost. The 
subsequent measurement of financial assets and liabilities depends on this 
categorisation. 


1.21.2.1 Receivables 

Receivables are classified as financial assets at amortised cost and are 
subsequently measured at amortised cost using the effective interest rate method. 

For amounts due from debtors carried at amortised cost, the Municipality first 
assesses whether objective evidence of impairment exists individually for financial 
assets that are individually significant, or collectively for financial assets that are not 
individually significant Objective evidence of impairment includes significant 
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or 
financial reorganisation and default or delinquency in payments (more than 90 days 
overdue). If the Municipality determines that no objective evidence of impairment 
exists for an individually assessed financial asset, whether significant or not. it 
includes the asset in a group of financial assets with similar credit risk characteristics 

and collectively assesses them for impairment. Assets that are individually assessed 
for impairment and for which an impairment loss is, or continues to be, recognised 
are not included in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount 
of the loss is measured as the difference between the asset's carrying amount and 
the present value of estimated future cash flows (excluding future expected credit 
tosses that have not yet been incurred). The carrying amount of the asset is reduced 
through the use of an allowance account and the amount of the loss is recognised in 
the Statement of Financial Performance. Interest income continues to be accrued on 
the reduced carrying amount based on the original effective interest rate of the 
asset. Loans together with the associated allowance are written off when there is no 
realistic prospect of future recovery and all collateral has been realised or has been 
transferred to the Municipality. If, in a subsequent year, the amount of the estimated 
impairment loss increases or decreases because of an event occurring after the 
impairment was recognised, the previously recognised Impairment loss is increased 
or reduced by adjusting the allowance account If a future write-off is later recovered, 
the recovery Is recognised in the Statement of Financial Performance. 

The present value of the estimated future cash flows Is discounted at the financial 
asset's original effective interest rate, if material. If a loan has a variable interest rate, 
the discount rate for measuring any impairment loss is the current effective interest 
rate. 
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1.21,2.2 Pavabtes and Annuity Loans 

Financial liabilities consist of payables and annuity loans. They are categorised as 
financial liabilities held at amortised cost, and are initially recognised at fair value 
and subsequently measured at amortised cost using an effective interest rate, which 
is the initial carrying amount, less repayments, plus interest. 

1*21.2,2 Cash and Cash Equivalents 

Cash includes cash on hand (including petty cash) and cash with banks. Cash 
equivalents are short-term highly liquid investments, readily convertible into known 
amounts of cash that are held with registered banking institutions with maturities of 
three months or less and are subject to an insignificant risk of change in value. For 
the purposes of the cash flow statement, cash and cash equivalents comprise cash 
on hand, highly liquid deposits and net of bank overdrafts. The Municipality 
categorises cash and cash equivalents as financial assets carried at amortised cost 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts 
are categorised as financial liabilities earned at amortised cost. 

1.21.2.4 Non-Current Investments 

Investments which Indude investments in municipal entities and fixed deposits 
invested in registered commercial banks, are stated at amortised cost. 

Where investments have been bnpaired, the carrying value is adjusted by the 
Impairment loss, which is recognised as an expense in the Statement of Financial 
Performance in the period that the impairment is identified. 


On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount fs recognised in the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, 
other than a temporary decline, in the value of individual investments. 

1.21.3 De-recognition of Financial instruments 

1.21.3.1 Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of 
similar financial assets) is derecognised when: 

• the rights to receive cash flows from the asset have expired; or 

• the Municipality has transferred its rights to receive cash flows from the asset 
or has assumed en obligation to pay the received cash flows in full without 
material delay to a third party under a 'pass-through' arrangement; and either 
(a) the Municipality has transferred substantially all the risks and rewards of 
the asset, or (b) the Municipality has neither transferred nor retained 
substantially all the risks and rewards of the asset, but has transferred 
control of the asset. 

When the Municipality has transferred its rights to receive cash flows from an asset 
or has entered into a pass-through arrangement, and has neither transferred nor 
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retained substantially all the risks and rewards of the asset nor transferred control of 
the asset, the old asset Is derecognised and a new asset is recognised to the extent 
of the Municipality's continuing involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset 
is measured at the lower of the original carrying amount of the asset and the 
maximum amount of consideration that the Municipality could ba required to repay. 

When continuing Involvement takes the form of a written and/or purchased option 
{including a cash settled option or similar provision) on the transferred asset, the 
extent of the Municipality's continuing involvement is the amount of the transferred 
asset that the Municipality may repurchase, except that in the case of a written put 
option (including a cash settled option or similar provision) on an asset measured at 
fair value, the extent of the Municipality's continuing involvement Is limited to the 
lower of the fair value of the transferred asset and the option exercise price. 

1.21.3.2 Financial UabHitiBS 

A financial liability is derecognised when the obligation under the liability is 
discharged or cancelled or expires. 

When an existing financial liability is replaced by another from the same tender on 
substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a de-recognition of the 
original liability and the recognition of a new liability, and the difference in the 
respective carrying amounts is recognised in the Statement of Financial 
Performance 

1.21.4 Offsetting of Financial instruments 

Financial assets and financial liabilities are offset and the net amount reported in the 
Statement of Financial Position if, and only if, there is a currently enforceable legal right 
to offset the recognised amounts and there is an intention to settle on a net basis, or to 
realise the assets and settle the liabilities simultaneously. 

1,22 STATUTORY RECEIVABLES 

Statutory receivables arise from legislation, supporting regulations, or similar means and 
require settlement by another entity In cash or another financial asset. Statutory 
receivables can arise from both exchange and non-exchange transactions. 

1.22.1 Initial Recognition 

Statutory receivables are recognised when the related revenue is recognised. 

1.22.2 Measurement 

The Municipality initially measures the statutory receivables at their transaction amount. 
The Municipality measure statutory receivables after initial recognition using the cost 
method. Under the cost method, the initial measurement of the receivable is changed 
subsequent to reflect any: 

(a) interest or other charges that may have accrued on the receivable; 

(b) impairment losses; and 

(c) amounts derecognised. 
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The Municipality assesses at each reporting date whether there is any indication that a 
statutory receivabfe may be impaired. If there is an indication that a statutory receivable 
may be impaired, the Municipality measures the impairment loss as the difference 
between the estimated future cash flows and the carrying amount. Where the carrying 
amount is higher than the estimated future cash flows, the carrying amount of the 
statutory receivable is reduced, through the use of an allowance account. The amount of 
the loss is recognised in the Statement of Financial Performance. In estimating the future 
cash flows, the Municipality considers both the amount and timing of the cash flows that it 
will receive in future. Consequently, where the effect of the time value of money is 
material, the Municipality discounts the estimated future cash flows using a rate that 
reflects the current risk free rate and any risks specific to the statutory receivable for 
which the future cash flow estimates have not been adjusted. 

An impairment loss recognised in prior periods for a statutory receivable is revised if there 
has been a change in the estimates used since the last impairment loss was recognised, 
or to reflect the effect of discounting the estimated cash flows. Any previously recognised 
impairment loss Is adjusted by adjusting the allowance account The amount of any 
adjustment is recognised in Ihe Statement of Financial Performance. 

1.22.3 Derecognition 

The Municipality derecognises a statutory receivable when: 

(a) the rights to the cash flows from the receivable are settled, expire or are waived; 

(b) the Municipality transfers to another party substantially all of the risks and rewards of 
ownership of the receivable; or 

(c) the Municipality, despite having retained some significant risks and rewards of 
ownership of the receivable, has transferred control of the receivable to another party 
and the other party has the practical ability to self the receivable in its entirety to an 
unrelated Ihird party, and is able to exercise that ability unilaterally and without 
needing to impose additional restrictions on the transfer. In this case, the 
Municipality: 

(0 derecognise the receivable; and 

(n) recognise separately any rights and obligations created or retained in the transfer. 


1.23. REVENUE 

1.23,1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the Municipality 
received revenue from another entity without directly giving approximately equal value in 
exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualities tor recognition as an asset and there 
is no liability to repay the amount 

Grants, transfers and donations received or receivable are recognised when the 
resources that have been transferred, meet the criteria tor recognition as an asset. A 
corresponding liability is recognised to the extent that the grant, transfer or donation is 
conditional. The liability is transferred to revenue as and when the conditions attached to 
the grant are met. Grants without any conditions attached are recognised as revenue 
when the asset is recognised. 
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Revenue from property rates is recognised when the legal entitlement to this revenue 
arises. At the time of initial recognition the full amount of revenue is recognised. If the 
Municipality does not enforce its obligation to collect the revenue* this would be 
considered as a subsequent event Collection charges are recognised when such 
amounts are legally enforceable. Rebates and discounts are offset against the related 
revenue* in terms of iGRAP 1, as there is no intention of collecting this revenue. 

Penalty interest on unpaid rates is recognised on a time proportionate basis as an 
exchange transaction. 

Revenue from public contributions and donations Is recognised when all conditions 
associated with the contribution have been met or where the contribution is to finance 
property, plant and equipment, when such Items of property, plant and equipment 
qualifies for recognition and first becomes available for use by the Municipality. Where 
public contributions have been received, but the Municipality has not met the related 
conditions, it Is recognised as an unspent public contribution (liability). 

Revenue from third parties Le. insurance payments for assets impaired, are recognised 
when it can be measured reliably and is not being offset against the related expenses of 
repairs or renewals of the impaired assets. 

Contributed property, plant and equipment is recognised when such Hems of property, 
plant and equipment qualifies for recognition and become available for use by the 
Municipality. 

All unclaimed deposits are initially recognised as a liability until 12 months expires, when 
all unclaimed deposits into the Municipality’s bank account will be treated as revenue. 
Historical patterns have indicated that minimal unidentified deposits are reclaimed after a 
period of twelve months. This assessment is performed annually at 30 June. Therefore 
the substance of these transactions indicate that even though the prescription period for 
unclaimed monies is legally three years* it Is reasonable to recognised all unclaimed 
monies older than twelve months as revenue. Although unclaimed deposits are 
recognised as revenue after 12 months, the Municipality still keep record of these 
unclaimed deposits tor three years in the event that a party should submit a claim after 12 
months, in which case it will be expensed. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure 
is based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 

Revenue is measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a Municipality recognises an asset, it 
also recognises revenue equivalent to the amount of the asset measured at its fair value 
as at the date of acquisition, unless it is also required to recognise a liability. Where a 
liability is required to be recognised it will be measured as the best estimate of the 
amount required to settle the present obligation at the reporting date, and the amount of 
the Increase in net assets* if any, recognised as revenue. When a liability is subsequently 
reduced, because the taxable event occurs or a condition is satisfied, the amount of the 
reduction in the liability will be recognised as revenue. 
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1*23.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the Municipality 
directly in return for services rendered or goods sold, the value of which approximates the 
consideration received or receivable. 

Revenue from the sale of goods is recognised when a(l the following conditions have 
been satisfied: 

• The Municipality has transferred to the purchaser the significant risks and rewards 
of ownership of the goods. 

• The Municipality retains neither continuing managerial involvement to the degree 
usually associated with ownership nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• It is probable that the economic benefits or service potential associated with the 
transaction will flow to the Municipality. 

• The costs incurred or to be incurred in respect of the transaction can be measured 
reliably. 

At the time of initial recognition the full amount of revenue is recognised where the 
Municipality has an enforceable legal obligation to collect, unless the individuaE 
collectability is considered to be improbable. If the Municipality does not successfully 
enforce its obligation to collect the revenue this would be considered a subsequent event 

Service charges relating to electricity is based on consumption and a basic charge as per 
Council resolution. Meters are read on a monthly basis and are recognised as revenue 
when invoiced. Where the Municipality was unabfe to take the actual month's reading of 
certain consumers, a provisional estimate of consumption for that month will be created. 
The provisional estimates of consumption are recognised as revenue when invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing period in 
which meters have been read. These adjustments are recognised as revenue in the 
Invoicing period. 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of 
sale. It is estimated that pre-paid electricity is consumed within 5 to 7 days after date of 
purchase. The pre-paid electricity sold, but not consumed yet at year-end is disclosed as 
under Payables from Exchange Transactions in the Statement of Financial Position. 

Service charges relating to refuse removal are recognised on an annual basis in advance 
by applying the approved tariff to each property that has improvements. Tariffs are 
determined per category of property usage, and are levied monthly based on the 
recorded number of refuse points per property. 

Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment Is recognised on a straight-line basis 
over the term of the lease agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant tariff. This includes the issuing 
of licences and permits. 
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Revenue from the sale of goods is recognised when substantially all the risks and 
rewards in those goods are passed to the consumer 

Revenue from the safe of goods is reoognised when: 

• Substantially all the risks and rewards in those goods are passed to the consumer 
and 

« The municipality seizes managerial involvement and control of the goods; and 

* The amount of the revenue can be measured reliably; and 

♦ It is probable that economic benefits or service potential associated with the 
transaction will flow to the municipality; and 

* The costs Incurred or to be incurred can be measured reliably. 

Revenue arising out of situations where the Municipality acts as an agent on behalf of 
another entity (the principal) is limited to the amount of any fee or commission payable to 
the Municipality as compensation for executing the agreed services. 

Revenue is measured at the fair value of the consideration received or receivable. 

The amount of revenue arising on a transaction is usually determined by agreement 
between the Municipality and the purchaser or user of the asset or service, tt is measured 
at the fair value of the consideration received or receivable taking into account the 
amount of any trade discounts and volume rebates allowed by the Municipality. 

In most cases, the consideration t$ in the form of cash or cash equivalents and the 
amount of revenue is the amount of cash or cash equivalents received or receivable. 

However, when the inflow of cash or cash equivalents is deferred, the fair value of the 
consideration may be less than the nominal amount of cash received or receivable. When 
the arrangement effectively constitutes a financing transaction, the fair value of the 
consideration is determined by discounting all future receipts using an imputed rate of 
interest. The imputed rale of interest is the more clearly determinable of either 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; 

• A rate of interest that discounts the nominal amount of the instrument to the current 
cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is 
recognised as interest revenue. 

When goods or services are exchanged or swapped for goods or services which are of a 
similar nature and vafue, the exchange is not regarded as a transaction that generates 
revenue. When goads are sold or services are rendered in exchange for dissimilar goods 
or services, the exchange is regarded as a transaction that generates revenue. The 
revenue is measured at the fair value of the goods or services received, adjusted by the 
amount of any cash or cash equivalents transferred. When the fair value of the goods or 
services received cannot be measured reliably, the revenue is measured at the fair value 
of the goods or services given up, adjusted by the amount of any cash or cash 
equivalents transferred. 
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LZ* RELATED PARTIES -- 

The Municipality resolved lo formulate an accounting policy based on thB disclosure 

requirements as per GRAP 20 - 'Related Party Disclosures'. 

A related party Is a person or an entity: 

• with the ability to control or Jointly control the other party, 

• or exercise significant influence over the other party, or vice versa, 

• or an entity that Is subject to common control, or joint control. 

The following are regarded as related parties of the Municipality: 

(a) A person or a close member of that person's family is related to the Municipality if 
that person: 

• has control or joint control over the Municipality. 

• has significant influence over the Municipalities. Significant influence is the 
power to participate in the financial and operating policy decisions of the 
Municipality. 

• Is a member of the management of the Municipality or its controlling entity. 

(b) An entity is related to the Municipality if any of the following conditions apply: 

• the entity is a member of the same Municipality (which means that each 
controlling entity, controlled entity and fellow controlled entity is related to the 
others). 

• one entity is an associate or joint venture of the other entity (or an associate 
or joint venture of a member of an Municipality of which the other entity is a 
member). 

• both entities are joint ventures of the same third party. 

» one entity is a joint venture of a third entity and the other entity is an 
associate of the third entity. 

• the entity is a post-employment benefit plan for the benefit of employees of 
either the Municipality or an entity related to the Municipality. If the reporting 
entity is itself such a plan, the sponsoring employers are related to the entity. 

• the entity is controlled or jointly controlled by a person identified in (a). 

• a person Identified in (a) has significant influence over that entity or is a 
member of the management of that entity (or its controlling entity). 

Close members of the family of a person are those family members who may be 
expected to Influence, or be influenced by that person in their dealings with the 
Municipality. A person is considered to be a dose member of the family of another 
person if they: 

(a) are married or rive together in a relationship similar to a marriage; or 

(b) are separated by no more than two degrees of natural or legal consanguinity or 
affinity. 
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Management (formerly known as "Key Management") includes all persons having the 
authority and responsibility for planning, directing and controlling the activities of the 
Municipality, including: 

(a) all members of the governing body of the Municipality; 

(b) a member of the governing body of an Municipality who has the authority and 
responsibility for planning, directing and controlling the activities of the Municipality; 

(c) any key advisors of a member, or subcommittees, of the governing body who has 
the authority and responsibility for planning, directing and controlling the activities 
of the Municipality; and 

(d) the senior management team of the Municipality, including the chief executive 
officer or permanent head of the Municipality, unless already included in (a). 

Management personnel include: 

(a) All directors or members of the governing body of the Municipality, being the 
Executive Mayor, Deputy Mayor, Speaker and members of the Mayoral Committee. 

(b) Other persons having the authority and responsibility for planning, directing and 
controlling the activities of the reporting Municipality being the Municipal Manager, 
Chief Financial Officer an all other managers reporting directly to the Municipal 
Manager or as designated by the Municipal Manager. 

Remuneration of management includes remuneration derived for services provided to the 
Municipality in their capacity as members of the management team or employees. 
Benefits derived directly or indirectly from the Municipality for services in any capacity 
other than as an employee or a member of management do not meat the definition of 
remuneration. Remuneration of management excludes any consideration provided solely 
as a reimbursement for expenditure incurred by those persons for the benefit of the 
Municipality. 

The Municipality operates in an economic environment currently dominated by entities 
directly or indirectly owned by the South African government. As a result of the 
Constitutional independence of all three spheres of government in South Africa, only 
parties within the same sphere of government will be considered to be related parties. 
Only transactions with such parties which are not at arm's length and not on normal 
commercial terms are disclosed. 

1.26. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in a form of a grant that is not 
permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for as an expense (measured at actual cost 
incurred) in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.26. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), 
the Public Office Bearers Act, and (Act. No. 20 of 1996) or is in contravention of the 
Municipality's Supply Chain Management Policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure 
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(measured at actual cost Incurred) in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1.27. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure (measured at actual cost incurred) in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as revenue 
in the Statement of Financial Performance. 

1.28. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 

A contingent liability is a possible obligation that arises from past events and whose 
existence will be confirmed only by the occurrence or non*occurrence of one or more 
uncertain future events not wholly within the control of the Municipality. A contingent 
liability could also be a present obligation that arises from past events, but is not 
recognised because it is not probable that an outflow of resources embodying economic 
benefits will be required to the obligation or the amount of the obligation cannot be 
measured with sufficient reliability. A Contingent asset usually arise from unplanned or 
other unexpected events that are not wholly within the control of the entity and give rise 
to the possibility of an inflow of economic benefits or service potential to the entity. 

The Municipality does not recognise a contingent liability or contingent asset. A 
contingent liability is disclosed unless the probability of an outflow of resources 
embodying economic benefits or service potential is remote. A contingent asset is 
disclosed where the inflow of economic benefits or service potential is probable. 

Management judgement is required when recognising and measuring contingent 
liabilities and assets. 


1.29. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES 

In the process of applying the Municipality's accounting policy, management has made 
the following significant accounting judgements, estimates and assumptions, which have 
the most significant effect on the amounts recognised in the annual financial statements: 

129 .1 Post-retirement medical obligations and Long service awards 

The cost of post-retirement medical obligations and long service awards are determined 
using actuarial valuations. The actuarial valuation involves making assumptions about 
discount rates, expected rates of return on assets, future salary increases, mortality rates 
and future pension increases. Major assumptions used are disclosed in note 3 of the 
annuat financial statements. Due to the long-term nature of these plans, such estimates 
are subject to significant uncertainty. 

1.29.2 Impairment of Receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the 
extent to which debtors have defaulted on payments already due, and an assessment of 
their ability to make payments based on their creditworthiness. This was performed per 
service-identifiable categories across all classes of debtors. 
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1,29.3 Property, Plant and Equipment 

The useful lives of property, plant and equipment are based on management's 
estimation. Infrastructure’s useful lives are based on technical estimates of the practical 
useful lives for the different infrastructure types, given engineering technical knowledge of 
the infrastructure types and service requirements. For other assets and buildings 
management considers the impact of technology, availability of capftal funding, service 
requirements and required return on assets to determine the optimum usefel life 
expectation, where appropriate. The estimation of residual values of assets 1$ also based 
on management's judgement whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at that time 

Management referred to the following when making assumptions regarding useful lives 
and residual values of property, plant and equipment. 

• The useful life of movable assets was determined using the age of simitar assets 
available for sale in the active market. Discussions with people within the specific 
industry were also held to determine useful lives. 

* Local Government industry Guides was used to assist with the deemed cost and 
useful life of infrastructure assets. 

* The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. The Municipality also consulted with engineers to support 
the useful life of buildings, with specific reference to the structural design of 
buildings. 

For deemed cost applied to other assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the assets. 

The cost for depreciated replacement cost was determined by using either one of the 
following: 

• cost of items with a similar nature currently in the Municipality's asset register; 

♦ cost of items with a similar nature In other municipalities' asset registers, given that 
the other municipality has the same geographical setting as the Municipality and 
that the other municipality's asset register is considered to be accurate; 

• cost as supplied by suppliers. 

For deemed cost applied to land and buildings as per adoption of Directive 7, 
management made use of an independent valuator. The valuator's valuation was based 
on assumptions about the market's buying and selling trends and the remaining duration 
of the assets. 

1*29.4 tntarigibfo Assets 

The useful lives of intangible assets are based on management's estimation. 
Management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. 

Reference was made to Intangibles used within the Municipality and other municipalities 
to determine the useful life of the assets, 
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For deemed cost applied to intangible assets as per adoption of Directive 7, management 
used the depreciation cost method which was based on assumptions about the remaining 
duration of the asset. 


129*5 Provisions and Contingent Liabilities 

Management judgement Is required when recognising and measuring provisions and 
when measuring contingent liabilities. Provisions are discounted where the time value 
effect is material. 


1.29*6 investment Property 

The useful lives of investment property are based on management's estimation. 
Management considers the impact of technology, availability of capital funding, service 
requirements and required return on assets to determine the optimum useful life 
expectation, where appropriate. The estimation of residual values of assets is also based 
on management's judgement whether the assets will be sold or used to the end of their 
economic lives, and in what condition they will be at that lime. 

Management referred to the following when making assumptions regarding useful lives 
and valuation of investment property: 

* The Municipality referred to buildings in other municipal areas to determine the 
useful life of buildings. 

• The Municipality also consulted with professional engineers and qualified valuators 
to support the useful life of buildings. 

For deemed cost applied to Investment Property as per adoption of Directive 7, 
management made use of on independent valuator. The valuator's valuation was based 
on assumptions about the market's buying and selling trends and the remaining duration 
of the assets. 

129*7 Revenue Recognition 

Accounting Policy 1.23.1 on Revenue from Non-Exchange Transactions and Accounting 
Policy 1.23.2 on Revenue from Exchange Transactions describes the conditions under 
which revenue wiil be recognised by management of the Municipality. 

In making their judgement, management considered the detailed criteria for the 
recognition of revenue as set out in GRAP 9: Revenue from Exchange Transactions and 
GRAP 23: Revenue from Non-Exchange Transactions.). Specifically, whether the 
Municipality, when goods are sold, had transferred to the buyer the significant risks and 
rewards of ownership of the goods and when services are rendered, whether the service 
has been performed. The management of the Municipality is satisfied that recognition of 
the revenue in the current year is appropriate. 

129*8 Provision for Landfill Sites 

The provision for rehabilitation of the landfill site is recognised as and when the 
environmental liability arises. The provision is calculated by a qualified environmental 
engineer. The provision represents the net present value at the reporting date of the 
expected future cash flows to rehabilitate the landfill site. To the extent that the 


44 



EMALAHLENl MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


obligations relate to an asset, it is < Used as part of the cost of those assets. Any 
subsequent changes to an obligation that did not relate to the initial rotated asset are 
recognised in the Statement of Financial Performance. 

Management referred to the following when making assumptions regarding provisions: 

• Professional engineers were utilised to determine the cost of rehabilitation of 
landfill sites as well as the remaining useful life of each specific landfill site, 

• Interest rates (investment rate) linked to prime was used to calculate the effect of 
time value of money. 


1.29.9 Staff ieave accrued 

Staff leave is accrued to employees according to collective agreements. Provision is 
made for the full cost of accrued leave at reporting date. This provision will be realised as 
employees take leave or when employment is terminated. Unused leave is being capped 
at 48 days. 

1.29.10 Provision for Performance bonuses 

The provision for performance bonuses represents the best estimate of the obligation at 
year end and is based on historic patterns of payment of performance bonuses. 
Performance bonuses are subject to an evaluation by Council. 

1.29.11 Pre-paid electricity estimation 

Pre-pald electricity is only recognised as income once the electricity is consumed. The 
pre-paid electricity balance (included under payables) represents the best estimate of 
electricity sold at year-end that is still unused. The average pre-paid electricity sold per 
day during the year under review Is used and the estimate is calculated using 5 days* 
worth of unused electricity. 


1.29.12 Componentisation of Infrastructure assets 

All infrastructure assets are unbundled into their significant components in order to 
depreciate all major components over the expected useful lives. The cost of each 
component is estimated based on the current market price of each component, 
depreciated for age and condition and recalculated to cost at the acquisition date If known 
or to the date of initially adopting the standards of GRAP. 

1.29.13 impairments of assets - Capitalised Restoration Cost 

impairment charges relating to capitalised restoration costs are linked to fluctuations in 
the discount rate used to unwind the provision relating to this asset This discount rate is 
linked to the prime interest rate and any movement in this rate will result in the 
impairment/reversa! of impairment of the asset. 
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1.30. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added lax. 
The net amount of Value Added Tax recoverable from, or payable to, the taxation 
authority is included as part of receivables or payables in the Statement of Financial 
Position. 

1*31. CAPITAL COMMITMENTS 

Capital commitments disclosed in the annual financial statements represents the 
contractual balance committed to capital projects on reporting date that wifi be incurred in 
the period subsequent to the specific reporting date. 


1.32. EVENTS AFTER REPORTING DATE 

Events after the reporting date are those events, both favourable and unfavourable, that 
occur between the reporting date and the date when the annual financial statements are 
authorised for Issue. Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date 
(adjusting events after the reporting date); and 

• those that are indicative of conditions that arose after the reporting date (non- 
adjusting events after the reporting date). 

If non-adjusting events after the reporting date are material, the Municipality discloses the 
nature and an estimate of the financial effect. 

1.33. DISCONTINUED OPERATIONS 

Discontinued operation is a component of the Municipality that has been disposed of and: 

• represents a distinguishable activity, group of activities or geographical area of 
operations; 

' is part of a single co-ordinated plan to dispose of a distinguishable activity, group 
of activities or geographical area of operations; or 

* is a controlled entity acquired exclusively with a view to resale. 

To qualify as a discontinued operation, the disposal must occur within a single co¬ 
ordinated plan. Once the disposal plan has been approved, the Municipality reclassifies 
all related assets and liabilities associated with the discontinued operations as a separate 
line-item in the Statement of Financial Position. The Municipality subsequently measures 
and account for assets and liabilities associated with discontinued operations in 
accordance with the respective Standards of GRAP applicable to that asset or liability. 

All revenue and expenditure associated with the discontinued operations is disclosed as 
a one line-item in the Statement of Financial Performance. Detail of the revenue and 
expenditure associated with the discontinued operations is disclosed in the notes. 
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2-2 AiMtwflllcrion 

TTw muniapaWy undertook sfuD amt verification ter ihii financial year raportna period. This process 
toctodeea number of processes, some of which are: 

- Prior idwitifleabon of al location at which tutb are located 
AOocatino areas to be counted te ami verification teem members, 

Fbflowring systematic approach to ensure a ful physical verification (amts should not bo omltlod or 
doubt* counted). 

■ Verifying am bat tho earn* timo to ensue no movement tehee ploca to cover Inegularftie* and 

avoid onydoubteoounting or omtssfons. 

Afterlhev*tificaifoftproee*» t es*eii are compared to toaopening balances d ttia FAR to ensure the 
assets disclosed in lha priorere included in tho current year. 

Some 195 movable amts out of a told movable amt datab as e of 3022 have boon -included in the 
FAR aa amt* under (a view. 

The LM hod obtened Council approval to write off assets as perl of toe year procedures, however, due 
to tea typa of assets, the LM hoirasotvad la write off these easts. 

The AMU or to* LMdMm it pmder* to fellow a mom detailed proem to Identify toe reason* toese 
amts could not bo idantfe luring to 201819 amt count 
These amt* are summarised percteas and value as Mows: 


Asset class 

Number of assets 

Cost price 

Computers * he rdwaretaqul proem 

16 

46 392 

Furniture and other office equipment 

166 

46 566 

General vattides 

1 

5 

Plant & equipment 

? 

58 664 

Grand Total 

1*4 

163 928 


Pro party. Plant and Equipment which la In Ota proem «l being con strutted or developed: 


Infrastructure Ateete 


Roads 
Electricity 
SoNd Waste 


Community Amb 
Otoer Assets 

Total Proparty, Plant and Equipment under construction 


The movement* tor toe year can be reconciled esfgflow*: 

Dalanoa at beginning of year 
Expenditure during the year 
Assets iinbundtod during tho year 
Amt derecognised 

Balance at end ef year 


2619 

ft 

2015 

ft 

34 013 487 

36 819 660 

26 367 765 
7474 417 
171304 


21 795 565 
7474417 

9 549698 

16 131 475 

8 050473 

1 202204 

5 213679 


S8 105 435 45235 463 


45235 463 

34 730 587 

43598 131 

32 278 504 

pi 066466) 

PI 7736261 

(9 549 696) 

- 

66196 426 

45 235 463 
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2010 2016 

R R 

Proptrty, Pier* And Equipment that Is taking s significantly longer period of time to complete 
than sxpscled: 


Infrastructure Asset* 

7474417 

7 474417 

Electricity 

| 7 474 417 

7 474 417 | 

Total 

7 474 4t7 

7 474417 

Dos to ortbrasw and unplanned events effivbVc protest* and unsatisfactory performance by »e 
conbwfa too WlPprcjecte took tonger then anflajpvtod The centred with the connector ties tine* 
teentmmlMted The project he* since been totted. Refer to note 15 



Property, Plant and Equipment where construction or development hie been halted: 



infrastructure Assets 

17 024113 

20 772 551 

Roods 

Electricity 

Sold Waste 

7474417 

9549696 


3 749 438 
7474 417 

9 549698 


Totsl 


17034115 20 773 551 


T** pnfrc* w»s inoontpltto 6eceuse Mo service provider eppcunfod Jo supply nod dMtor matwM dm 
not ccmphto ttodelimy at tn* twite raqviiwf. 7b» pro jactv/n then token ow by the mwtfdpeay tts 
anfcftouseprqfect Tbn estimated outtendingmte(Mco& end bbourecocrtinQ to/nttfettfuermesu 
R1 ISO940. 77)0 remitting wo*X is estimated to tie competed by 23 Ftbnnry 2019 using in-hQvse 
COfitevctton ton. 


^L*fyfrw*L*n<ffls/tehEs been on hMindWlnitoiydut to oofnrnunky protest* agetnst ft* 
tevtepnw* of th& site. 77to land iowtithd torn part of 6 tend claim. &ntehienltounk$xttty*Mwt 
jHQGcotf wtift cfevstynMAt unt# a new area has tieen identflTod snd agreed upon Oy tfta cofnimeitiy. 


Tft* fAunfcftMtytias assessed ffto poton/W to race/w* Mvn eccrwmfc tieneflft or service potential tom 
O^tend/ffisitoeimhesdetermnwJtt^thetikeBtMmthefecfismnioto.AsamsvIttheirmidpe&y 
deemed M HUtent to derecognise ft* tenrfW ate. 

Expsndltor* Incurred to repair and maintain Property, Plant and Equlpmant: 

Employee related costs 
Other material* 

Contracted Services 
Other Expenditure 

Total Repairs and Maintenance 


Assets pledged as security: 

Leased Property, Plant and Eqtapment of R 737 591 (2018 R i no 870} b secured for tease* as set 
outm Note 11 

Third party payments received tor leeecs Incurred: 

Payments received {Eroding VAT) 


1695 410 
3265335 


4 950 744 


1872115 


1 197101 
1089228 
1616 579 
16991 


4101949 
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201ft 2018 

« R 

Contractual commltmertt* for acquisition of Property, Plant and Equipment: 


Approved end contracted ton 

31 525312 

28140582 

Community 

I08t58« 


41 S24 

Other 

30443724 


2ft 107059 

Total 

31625312 

2014ft 662 

This ewpefldKuno wiQ be financed from: 



Government Grant* 

31 525 312 

28148 582 

Tola! 

31426312 

28148 682 


201ft 

2018 

INVESTMENT PROPERTY 

R 

R 

Net Cany log amount at 1 July 

4141897 

4 164 287 

CosWeluaboo 

4226 300 


4 226 300 

Buildings 

240000 


240 000 

Land 

3889300 


3 886 300 

Accumulated Oepreoabon 

(74413) 


(72013) 

Deprecation for the year 

(2«») 

(2 400) 

Net Carrying amount at 30 June 

4148487 

4161*67 

Cotuvaiugfcon 

4 228 300 


4 220 300 

Holdings 

240 000 


240 000 1 

Land 

3880 300 


3 086 300 1 

Accumulated Depredation 

(76 613) 


(74 413) 

Revenue from Investment Property 



Revenoo derived from the rental of Investment Property 

656 477 

5734 


2018 

2016 


R 

R 

INTANGIBLE ASSETS 



Net Carrying amount at 1 July 

466862 

306616 

Cost 

1207 631 


1 005761 

Accumulated Amortisation 1 

(751 880) 


(698 943) 

Additions 

, 

202050 

Amortisation 

(54 930) 

(54826) 

Nat Canyfeg amount at U June 

401033 

466962 

Cost 

1207831 


1 207831 

Accumulated Amortisation 

(600 708) 


(751669) 


No fntanglbto asset wore eased having an indefinite useful Ufa. 

Thom am no internally generated intangible assets al reporting dam 
There am no Intangible uaets whose title is restricted. 

Thera ege no Intangible assets pledged as security tor USbiKJes. 

There era no contractual commitments for the acquisition of Intangible assets. 
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2019 

2018 

HERITAGE ASSETS 

R 

R 

Ntl Carrying amount at 1 JuV 

112 636 

162936 

C09t 

Thara am no restrictions on th« n&tisabfilty of Homage Asset* or the remWenos of revenue and 
proceed* of disposal. 

Thara are no contractual obligation* to purchase, con struct or develop Heritage Asset* or for repair*, 
maintenance or enhancement* 

Thera am no Heritage Auata pledged a* security ter EsbKIies 

192 S36 | 

182 530 | 

Them are no Heritage Auata that am used by the iwnlofpellty for more then one purpose. 


2019 

2018 

RECEIVABLES FROM EXCHANGE TRANSACTIONS 

R 

R 

EJsctnoty 

» 216590 

2620242 

Property RcoUh 

3 321 503 

2078196 

Waste Management 

49739209 

40 303 030 

Seraca charges 

151400 

. 

Chris Hanl Debtor 

1 140309 

1 140 399 

Total: Receivables from exchange transection* (before provision) 

63671093 . 

48 741760 

Leu: Provision for Debt Impairment 

(52 257156) 

(42727 516) 

Total; Receivable* from exchange transaction* (alter provision) 

m 

Consumer debtors am payable within 30 days. This credit period granted is considered to be consistent 
with the terms used in the public sector, through established practices and legislation Discounting of 
consumer dobkxs aro not performed In isnra of GRAP t04on irutalrooopnitiofi 

The Mr value of receivables apprerimate their carrying value. 

11 313 936 

4014264 


Current (0-30 days) 

029 303 

431164 

31 - 60 Days 

391 948 

230292 

61-90 Days 

400 146 

69 650 

* 90 Days 

7 601 953 

1889 996 

Tots) 

■ 

*211 iM 

2620 242 

(PrmrtvPMU); Aaeftw 

Current (0*30 days) 

79 073 

59 47$ 

31 -00 Days 

74657 

55960 

61 - go Days 

74 216 

$5671 

-* BO Days 

3 097615 

2506 666 

Total 

w 

3 321663 

2676196 

WtofeAtonegsmantf; Amtoa 

Current <0*30 days) 

2 696 658 

560 716 

31-60 Day* 

750 104 

536175 

61 -90 Days 

741 461 

537 002 

+ 00 Days 

45 351 022 

36071138 

Total 

49 739 266 

40303 030 
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2011 

2018 

(2acdPiu*ml 

R 

R 

Current (0 -30 days) 

1 406 

. 

31-60 Days 

150 COO 

- 

Total 

161 408 

- 

CfoftfWPfftttn Anton 

* SQ Days 

1 14030* 

1 140 309 

Total 

1140309 

1140309 

fTofeO/AoeMe 

Current (0-30 days) 

3590441 

1047 375 

31 -80 Days 

1358306 

024 433 

81-00 Days 

1219045 

882731 

+ SO Days 

57 300499 

44187 241 

Total 

<3871093 

46741780 

Recpotilfrttofi of Provision tor Debt Impairment 

Balance at beginning or year 

42727 516 

42258 195 

Contribution to provision 

11036961 

5889748 

Writeoffs 

(1 SO* 338} 

($200 425) 

Balance at end of year 

82 267168 

42 727616 

Tito total amount of this pravlston is RS7 367S84 (2018’ R42 727 518) and consist of 

Services 

49 359 584 

40 684 875 

Other Debtors 

2897574 

2Q42B41 

Total Provision for Debt Impairment an Receivable* from exchange trenescthma 

62267168 

42727 616 

AwhM Of amounts pest due but rat kmulred: 

1 month past due 

1368 308 

824 433 

2 * months pest due 

8349188 

2142 458 


7716 494 

2968189 


Th* provitton tor doubtful debts on debtor (ban* and receivables) extols due to too possibility mat rat 
■l debts wfll be recovered. Loam and receivables were assessed IndJutouatiy end grouped together at 
the Statement of Financial Position dale es Dnendsl suets with similar credit risk cberacterisdte and 
collectively assessed tor impairment 


Concentrations of credit risk with respect to bade receivables are fimfted due to the municipality's large 
number of customers. The munfeqpaHy's historical experttnce In cofledfon of trade receivables fait 
***** recorded alowanoos. Due to these (actors, management believed that no additional risk beyond 
amounts provided tor collection tosses Is Inherent in the munlcipallVs trade neoervablas. 
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2019 2016 

ft ft 

7. RECEIVABLES FROM NON'EXCHANQE TRANSACTIONS 


Texas-Rates 

24 243305 

16 420 209 

Ealtom 

(0) 

3 357740 

Control. Clearing and Interface Account* 

49311 

- 

Other Receivables 

6634 

6634 


24 301249 

22 766563 

Later Prevision for Debt Impairment 

(19126 503) 

(16 876076) 

Total Receivable from non-exchange transeettone 

■ 

The fair value or other receivable* approximate their carrying value. 

Rates debtors am payable MWrv 30 days. This credit period granted is considered to be consistent with 
the terms used in toe pti>0c sector, through established practices end legislation. Discounting of rates 
debtors am not performed in terms of GRAP104 cn initial recognition. 

6 174749 

6910 SOS 

mrtn): A<fina 

Current (0-30 days) 

165 476 

165990 

31-60 Days 

589 906 

396910 

61 • 90 Days 

567 139 

389655 

egg Days 

22 920 761 

16467 655 

Total 

■ 

14 243 306 

19420209 


1019 

2016 

RacencinettotLof-Pqwrislon lor Debt Impairment 

R 

R 

Balance at beginning of year 

16 676 070 

13750 525 

Contribution to provision 

2 250422 

3106 073 

Wnteofb 

- 

(60519) 

Balance at end of year 

■ 

19126 CM 

16 676 07 S 

The total amount of this provision it R19 666 650 (2016: R 16 076 078) and consist of: 

Texes 

19126 300 

16 876 076 

Total Provision for Debt tmpairmafll on Trad* Receivables hem non-exchange transactions 

16126 CM 

16876076 

Aosfnfl of amounts east due but not Impaired: 

1 month past due 

569 906 

165 990 

2+ months past due 

4 361 420 

2 172151 


4961 326 

2 356141 


The pcovwton lor doubtful debt* on debtor* (loan* and receivables) «n»ts duo to toe powibiHy that not 
a debt* MU bo recovered. Loont and motivabtos were assessed Individual/ and grouped together at 
the Statement of Financial Portion data aa financial assets with similar credit risk characteristic* and 
co tt ectiv sl y as t o sa ad for impairment. 


Concentrations of credit nek with respect to trade receivables are Erased tfua to tha mumcipelity'e large 
number of customers. The municipality's historical experience in collection of trade recehrables tola 
within recorded altowsnce*. Due to these factor*, management believes that no additional risk beyond 
amounts provided tor collection tosses is inherent in the muAldpaKt/s trade receivables. 


The outstanding fine receivable balance at year end t* reduced to Hs recoverable amount by recognaaig 
a provision tor impairment against the receivable raised. TMs Is considered to be e subsequent event. 
The provision for impairment Is based on current end past collection rates applicable to fines. 
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2919 

2018 

BL 

OPERATING LEASE ARRANGEMENTS 

R 

R 

8.1 

The Municipality as Lmiot 




Operating Lease Asset 

50639 

68 449 


Racorictitattpfl 




Balance at the beginning of the year 

Movement during the year 

69449 

(17510) 

76 460 
(10031) 


Balance al the end of he year 

GO 639 

■8 449 


Al (he Statement of Financial Position data, where the murtic**llty act* at a letter under operating 
lease*. *1 will receive operating teaia income aa fotowi: 




Up to t Year 

1 to 5Yean 

99665 

107 676 

110 327 
207 761 


Total Operating Lease Arrangement! 

207 761 

318988 


TW* operating lease Incoma determined from contract* that have a specific condition income and does 
not Include leasee which has a undetermined conditional Income. 



0. 

TAXES 

2019 

A 

2016 

R 

0.1 

VAT Payable 

VAT Output in Suspense 

tSSE Contention to Provision for DogWfU Debt Impairment 

(4 017 509) 

2660 773 

(2 826652) 

1423356 


Total VAT Payable 

(1346736) 

(1 403 294) 

0.2 

VAT Receive Me 

Lass: Provision tor Impairment 

4686 960 

7 796129 
(3 827384) 


Total VAT Receivable 

4886 9GO 

409074$ 

w 

Net VAT (PayableyReeefvebfe 

3638 224 

2677451 


VAT 1* payable on ttia receipt* basis. VAT la paid over to EARS only once payment n received from 
debtors. 




An amount of R3 627 364 wa» impaired hiring 201$ which relates to VAT transactions preceding 2013, which. In accordance with Section 16(3) 
and Section 55 of the VAT Act of 1SD1 are not considered recoverable os the 5 year period ties prescribed. Management Is of (he opinion (hat an 
impetmwntloae In tills regard * appropriate as the balance has prescribed and win not be recovered 


Reconciliation of Provision tor Defa^JoiigpImjtii} 




Balance at beginning of year 

Contribution to provision 

Written off 

3 827 364 

(3627 384) 

3627384 


Balance at end of year 


3627394 
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10. BANK ACCOUNTS 

10.1 Cith and Cw h 

Call Investments Deposits 
Bank Accounts 
CathFtoate 

Tow Cash and Caah Equivalents Amti 
The nxmidpelity has the feBcwkig bank accounts: 
Currant Accounts 

Standard Bank - Ctmant Account * 062-605-056 
Standard Bark-Currant Account- 082 -<m 63 l 
First National Bank - Currant Account - 520-1696-6428 


Ai accounts am cleared deny 1o Primary Bank Account; currant account 082465-956 


Cali Hi and Inv—tmantn 

Investec Account Number 451/46S25B 
First Natona' Bartk Account Number 74366334164 
First National Bank Account Ntanbar 74761667110 
Standard Bonk Account Number 06 679 96*7 - 012 
Standard Bank Aooouni Number. 08 879 9697 • 001 
ABSA Account Number 20-7651*7639 
AflSA Aooouni Number 20-7702-7722 
Standard Bank Account Number 06 879 9697 - 020 
Standard Bank Account Number 061336837 


Dauib of currant account* are as fotow 
SttoN^nf Bank - Currant Aecaum • 662-665-93V 
Cash book balance at beomnmg of year 
Cosh book balance at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 


Standard 0«** - Current Account * MSWfrOf 
Cash book balance at beginning of year 
Cash book betanoe at end of year 

Bank statamont balance at beginreng of year 
Bank statement balance at end of year 

FfrnMMtoftarfianft- CvmntActtmt* 62646964426 
Cash book balanced begrnnsig of year 
Cash book balance et end of year 

Bank statement balance at beginning of year 
Bank statement balanoa at and of year 


201 * 

R 


2 726630 
1415640 
470 


4144940 


24 420 
§15676 
675542 

1415640 


*38646 
257 546 
14 244 
11 105 
202097 
406616 
136*41 
302140 
457 335 


2726630 


2115668 

24420 


2115666 

24420 


977 032 
515676 


977 032 
515676 


170920 

B75542 


170526 

675542 


3018 

R 


2 602716 

3 203226 

470 


56*6 416 


2115 608 
977 032 
170520 


3 253 22V 


1334 088 
240 743 
13392 
10679 
202 057 
367299 
131 218 
262 241 


2 602716 


161976 

2115666 


181 976 
2113 666 


2 396023 
977032 


2366 023 
077 032 


325 642 
170 528 


325 642 
170 526 


PJ|t56 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE TEAR ENDED » JUNE 2019 


LONG-TERM BORROWINGS 


2111ft 

R 


2018 

R 


Capitalised Lease Liability - At amorifsed cost 



779 237 

1 147909 




779237 

1147989 

Leae: Current Portion transferred to Current UabUftles 



(407 355) 

(358 762) 

Capitarieed Lease UabiKty-At amortised oosl 



(407 MS) | 

(366 752)1 




*7i an 

779237 

ToUlLonfttinn Borrowings 



3715T2 

77ft 237 

The obDpabona under finance leases are schodulod below; 



Minimum 




payments 

Amount! payable under finance leases: 





Payable within one year 



460 054 

406954 

Payable within two 1o five years 



389128 

856002 




060082 

1323035 

Lees: Future finance cbfigaflona 



(7804$) 

(175 046) 

Present value of finance lease obligation* 



779237 

1147989 






The capitalised lease tfabttty consist out of the following contracts: 





Description of 

Effective Interest 

Annuel 



Supplier teased Kent 

ret* 

Escalation 

Lease Term 

Maturity Oate 

Xerox C405 4xooptera 

0.25% 

0 % 

3 Years 

30/04/2021 

Xerox C702WS 4 x copiers 

3,17% 

0 % 

3 Years 

30/04/2021 

Xerox WC7225 2 x copiers 

9.29% 

□% 

3 Yean 

30/04/2021 

Xerox C8070 4xooplers 

5,02% 

0 % 

3 Yean 

30/04/2021 

Xerox 098 1 copier 

5,02% 

0 % 

3 Years 

30/04/2021 


Refer to Appendix A tor descriptor. maturity dates and effective internet roles of structured loans end 
finance. 

Hire Purchase* end Leaves ore secured by properly, plant end equipment - Rote 2 


Fiji £7 




EMALAHL6M MUNICIPAUTY 


NOTES OH THE FINANCIAL STATEMENTS FOR 1W6 YEAR ENDED 30 JUNE 2019 


2019 

R 


12. NON-CURRENT PROVISIONS 

Provision for Reftabiitetidh of Landfifi-siu 1 <36 717 

ToOUfon^tiffuitProvUloiti bs**«SI2L 

2019 

n 

12.1 Lmndfinsies 

Balance 1 July 12 207164 

Unwinding of discounted interest W4<1> 

Total provision 30 Juno 12S11900 

Lm: Transfer <rf Current Portion to Cunant Provision* -Not* 14 (10 975 263) 

BilincsWJtiiw 1*36 717 


The estimated rahablVtefen coots for each or the editing litn era based on the current rale* for 
coastiuetion costs. The assumptions used ere u fofiaws 


The rate for the tevdllng layers ore based on Import requtremeniftom commercial sources. 

CCU replaced by GCL due fo lack of good quality day from on-site or nearby souroes. 

The rate for the confining and topsoil layers era based on importing from on-site or nearby sources 


RehabiMatiori coat for the indwe fond ID Is calculated for this report, based on assumptions described 
Further confirmation of she closure requirements m expected to be detailed by OEDEAT, but until 
such time the site has been evaluated with the assumption that It must stiP be rehatwmated 


Detail of coat estimates; 

Area (hi*) 

Preliminary and general (Rend) 

Site Clearance (Rand) 

Storm Water Control Measure (Rand) 
Capping (Rand) 

Gas Management (Rand) 

Leachate Management (Rand) 
Fenang (Rend) 

Other costs (Rand) 

Contingencies (Rend) 

Engineering (Rend) 

Site Supervision (Rend) 


Dordrecht Indwe 


102*7 

1005 

620902 

79 302 

31684 

3 095 

807*25 

233 965 

2200637 

218 786 

305153 

100 266 

999712 

10 333 

374060 

766076 

505591 

64 575 

417113 

53274 

257366 

265 045 


The muniefoafoy ha* an obligation to reheb&at* lendfil «ftas «t the end of the expected useful life of ti>o 
asset The estimate cost and date of decommission of the eftes are as follows: 


2011 

Estimated 

Location deco mm tee ton date R 

Lady PmtiuKttl site Is located eppronmetety 2.0km west off 
Indwe road R 39* 

Dordrecht landfill site is located off R56 about 600m alter the 
Dordrecht town to Queenstown Route 
Indwe landfill site is located east off RS6 appfottmataty 260m 
before the town cl Indwe 

12 611 660 


30/06/2016 

11/D8/2016 

31/1212021 


4 365171 
6610092 

1 JHA71R 


2016 

R 


1 626 949 


162894* 


2016 

R 


11 210 331 
996 833 


12207164 
(10 380218) 

1*2* 946 


Lady Rare 

*69* 
391 02$ 
20 030 
61* 375 
1 885063 
15451 
2Z1 *12 
10 333 
344459 
319 139 
263290 
216 865 


201 * 


R 


4182 383 


6197655 


1 82*946 


122071*4 
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201ft 

1010 

NON*CtlRRENT EMPLOYEE BENEFITS 

R 

R 

Provision ter Post Retirement Health Cara Benefits 

7 705 043 

7 021 332 

Provision ter tong Service Awards 

2 551038 

1070 90S 

Total Non-currant Employee Benefits 

« 

Post ftetiramenfWeaftfi Cara Benefit* 

10 287 681 

8982 324 

Balance 1 July 

7077 422 

0 468462 

Contribution ter the year 

6$1 419 

830846 

Interest Cost 

894 450 

842537 

Expenditure ter the year 

(28648) 

(70 872) 

Actuarial Lca*/(Gain) 

(653 703) 

(«Q1 551) 

Total provision n June 

7731886 

7 077422 

Lttftl Tranetof of Cumra Portion to Current Employee Benefits - Note 15 

(30 M3) 

(56000) 

Balance 30 June 

• 

7708 943 

7 021 332 

Laos Sendee Award* 

Balance 1 July 

2 335585 

1 046055 

Contribution tor the year 

500 956 

434 027 

Inlerasl Cost 

160 753 

148329 

Expenditure ter (ho year 

(174 029) 

(49263) 

Actuarial L«a/(Gein) 

90050 

(44 «$3> 

Total provtskm 34 June 

2933 328 

2335698 

Less: Transfer of Currant Portion to Current Employee Benefits* Note 15 

(381 087) 

(364 003) 

Balance 30 Juft* 

m 

Provision for Poat Retirement Health Care Benefits 

The Post Retirement Health Can Benefit Pten is a defined benefit plea, of which the members ere made 
up as tola**: 

2681638 

1 970 992 

In-service (employee) memben 

99 

92 

In-service (employee) non-members 

124 

130 

Continuation members (e.g. Retirees, widows, orphans) 

1 

2 

Total Member* 

m 

224 

224 

The Hafaitiy in respect of past service has been estimated to be as follows 

In-service members 

5 612019 

3743 566 

In-service norwnemben 

1710892 

1 210 493 

Continuation members 

413975 

787 231 

Total LlabUtty 

■ 

7736886 

5741310 


The fi*W5ty in respect of period* oommendiro prior to Ihe comparative yeer he* been e*tlmated at 
follows: 



2017 


R 

In-service members 

4057 804 

In-service non-members 

1 400 636 

Continuation members 

f 003 819 

Total LtabUHy 

6460 462 
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The municipality nukes monthly contributions for health cam arrangements to the fotkwrfng medical aid 
schemes; 


Borttu, 

Kouned 

IA Health 
Samwumed 
Key health 


The Current-service Cost for the ensuing year la estimated to be R651419. wharaea the Internal Coal 
for the next year la estimated to be R6K 456 


2019 2015 

Key actuarial assumptions used % % 

D Rato of Interest 

Discount rate 9,60% 9,79% 

Health cere Coat Inflation Rate 7.52% 7,51% 

Net Effective Discount Rata 2.12% 2.12% 


The discount rale used la a composite of all government bonds end ia calculated using a technique 
is known ea ■bootstiappeig". 

10 Mortany rates 

The PA 90 ulbroato table, rated down by 1 year of age woe used by the actuaries. 

Itt) Normal retirement age 


II has bean assumed that in-service members wit retire stage 60 for fomafos end 65 for males, 
which titan Impticitly allows for expected rates of eariy and fllhealtii retirement 

tv) Expected rate of eatery Increases 

201512019 - Average CPI (Feb 2017-Jan 2016) +1.5 percent 


2019 2018 

R R 

The amounts recognised In the Statement of Financial Position are is follow*: 

Present value of fond obtgationa 7736 666 7077422 

Fair value of plan assets _ - __^ 

Net 1iabiiay/(a**tft) 7736156 7 077 422 


Reconciliation of presold value of fund obHgition: 

Present value of fund obSgatton et the beginning of the yew 
Total expanses 

Current service cost 
Interest Coat 
Benefits Paid 


Actuarial (gsineyioosoi 

Present value of fond obligation at the and of lha year 7736 650 _^7Q77422 

Sensitivity Analysis on lha Accrued liability on 30 Juno 2019 


7 077 422 6 465 462 

1513 227 1410 511 


851 419 


636 646 

690456 


642537 

(26646) 


(70 672) 


(653763) (Ml SSI) 


Assumption 
Control Assumptions 

The oftect of movements n the assumptions area* tofkwi 


fn-etrvlce Continuation 

mem bare tiabBHy mambere Total liability 

(Rm| liability (Rm) (ftm) 


7.323 0.414 7,737 
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Change 

IneinlCf 
member* HafaRHy 
(Rm) 

Continuation 
membera 
liability (Rm) 

Total nabOfty 
(Rm) 

% change 

Assumption 

Health care inflation 

IK 

8.034 

0,454 

9,388 

21.00% 

Health cam inflation 

-1% 

8,089 

0,379 

8,448 

-17,00% 

Discount mlo 

IK 

8.108 

0,380 

8,488 

-18,00% 

Discount reta 

•IK 

8,907 

0,454 

9,381 

21,00% 

Poel-ratiremaM mortality 

‘1 year 

7,541 

0,429 

7,971 

3.00% 

Average retirement age 

-lyear 

8.014 

0*414 

8,428 

9,00% 

Continuation of membership at retirement 

-10% 

5.489 

0,414 

5.883 

•24,00% 


Sensitivity Analysts on Currart*8erv!ee and Interest Cost forth* year ending 30 June 2019 

Current Oervtce tnltroot Cost 

Coet(R) (R) Total {R) 


Aeeumptlon 


Central Assumptions 


851 400 

890 500 

1541 900 


Tha effect of movements n the assumptions ara as fatiows. 







Current Sendee 

Internal Cost 




Change 

Coet(R) 

(R) 

Total (R) 

% change 

Assumption 






Health cars inflation 

1% 

1 083 500 

837 700 

1921200 

25,00% 

Health cars inflation 

-1% 

877100 

375 600 

1 252 700 

•19,00% 

Discount rate 

t% 

887 600 

837 700 

1325500 

-14,00% 

Discount rate 

-1% 

1070 BOO 

750 600 

1 821 000 

18*00% 

Poet-retirement mortality 

•1 yeer 

877 200 

712100 

1 589 300 

3.00% 

Average retirement age 

-1 year 

895 700 

749 100 

1844 800 

7,00% 

Withdraws] Rato 

-10% 

823 400 

538 100 

1 159500 

-25,00% 


20 IS 201S 

Rm Rm 

Experience adjustment* wan calculated as follows. 

Uabtities. (Gain) / loss 0,324 0.018 

Assets; Gain t (loss) 

Tho iiabiiEty in respect of periods commenting pnor to the comparative year haa boon estimated as 
fdowv 

2017 

Rm 

UaMtn (Gain)/loas 8488482 

Assati: Gain ((loss) 

13.2 Provision for long Service Bonus** 

The Long Service Sonus plans ara defined benefit plans As at year end. 223 employees were eligible 
for Long Sendee Bonuses 


The Current-semea Cost for the tnsomg year is estimated to be RS92 984 whereas tha tntoreal Cost for 
the nod year is estimated to be Rxxx »ot 



2019 

2011 

Key actuarial assumptions usad 

% 

% 

I) Rato of internet 

Discount rale 

8.07% 

8.38% 

General Salary inflation (long-fcrmj 

5.52% 

6,02% 

Net Effective Discount Rato applied to sato<y>related Long Service Bonuses 

2,42% 

2,23% 
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Hi* amounts recognised In the Statement of Financial Position are a* follow: 


Presanlvalue of lUnd obligations 



2 533 328 

2 335 598 

Fair value of plan assets 



• 

- 

Hat tiaWlltyftasset) 



2 033 328 

2335550 

Reconciliation of present value of Sind obtigatlon: 





Present vnluo of fund obtigalion at the beginning of Ute year 



2 335 598 

1 545 858 

Total expanses 



507880 

533 693 

Current service cost 



500956 

434 827 

Interest Coat 



180753 

148 329 

Benefits Paid 



(174 029) 

(49 283) 

Actuarial (galhttfosses 



90050 

(44953) 

Present value of fund obCgafionattheendof me year 




2335695 

SensRMty Anatysli on the Accrued Liability on 30 June 2010 







Change 

Liability (Rm) 

% change 

Assumption 





Central assumption* 



2,933 


General salary inflation 


IH 

3,102 

6 ,00% 

General salary in&ation 


*1% 

2,780 

-5,00% 

Discount rate 


IH 

2,774 

-5,00% 

Discount rate 


*1% 

3,111 

8 ,00% 

Avenge retirement age 


-2 yrs 

2,834 

-3,00% 

Average retirement eg* 


2 yrs 

3,054 

4,00% 

Withdrawal retas 


-5 OH 

3,373 

15,00% 

Sensitivity Analysis on CunenfrServte* and Interest Coat for the year ending 30 June 2019 




Currant Service 

Interest Coat 




Cost(R) 

W 

Total (R) 


Assumption 





Central Assumptions 

SOI GOO 

180 «00 

881800 


The effect of movements In the assumptions era as MIows. 






Current Service 

Interest Cost 



Change 

Coet<R) 

m 

Total (R) 

%change 

Assumption 





General earnings mHatton raVa i% 

535100 

101 300 

728400 

7% 

General earn ings inflation rate .1% 

470100 

171100 

641200 

-8% 

Discount rata \% 

473200 

191100 

884300 

•3% 

Discount rate -i% 

532000 

189000 

701000 

3H 

Average retirement ego -2 year 

475400 

170400 

845 800 

-5% 

Average retirement age .2 year 

515000 

188200 

701200 

3H 

Withdrawal Rase ~so% 

555400 

220 700 

878100 

28% 




2019 

2016 




Rm 

Rm 

Espenenoe aqiistment* were calculated as fMow* 





LabUbot: (Gain) / loss 



•98 080 

87057 

Assets, Gain t (toss) 





The llabilly m rasped erf periods commencing prior to Ih* ccmperative year his been estimated as 



foflows; 







2017 

2016 

2816 



Rm 

Rm 

Rm 

LletXtilios (Gain) l loss 


1848 550 

ISOS 773 

1402424 


Awtt. Gdn / {ton) 


Paffifil 




EMALAHLENI MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 39 JUNE 2019 

2019 2016 

R R 

13.1 Retirement funds 


The Municipality requested detailed employe# and pensioner Information as well as information on the 
Municipality's shore of tht Panston and Retirement Funds* ousts from the fund admtabfrator. Tho hind 
administrator confirmed that assets of the Pension end Retirement Fund* ate not spilt per paitidpotf ng 
employer. Therefore, the Munidpatfty Is unable to determine the value of the plan aisets as defined tn 
GRAP 29. 


As part of die MurJdpellt/s poe m to value the defined benefit llabfKJes. the Municipality requested 
pensioner data from the fund edmlnistralor. The fond administrator data that Uie pensioner data to be 
confidential and ware not wllSnQ to sham the Monnation with foe Municipality ITShout detailed 
penstoiwr data the Municipality was unable to cotoulato m reGaWe estimate of the accrued Habit tty In 
rasped of pensioner* who quatify for a defined benefit pension. 

There tom, although the Cape Joint Retirement Fund is ■ MUti Employer fond defined as defined benefit 
plan, it will b# accounted for as defined contribution plait. AN the required disclosure has been made as 
defined in GRAP 29.31. 

The contribution rate paid by the members (9,0%) end Council (19,0%). The Fast statutory valuation 
performed ae et 30 June 2017 revealed that the assets of tho fund a mourned to R21,359,000.000 (30 
June 201«: R20.07S.000.000), with fonding levels of 127.3% and 100% (30 June 2016 1160% and 
100%) for the Psnstons Account and the Sham Account respectively The Presevotion Pension 
Account showed a suplus of RO and was 100% funded for both 2017 A 2016. The contribution rate paid 
by the members (7,50%/9%) and the munidpolltioa (19.50%/16%) is sufficient to fond the benefit* 
eccrwng from the fond In the foture The actuary certified that the structure of the assets is appropriate 
relative to the nature of the 6abilities, given normal etieumstanoas end that the Fund is in a sound 
financial oondrtkm as at the valuation date 


Contributions patd recognised in the Statement of Financial Performanoa 

6 220616 

5 439 869 


2019 

2016 


R 

R 

DEOJVPD COHTRiBUTlON FUMD& 



Council contribute to Ihe Gov am mart Employees Penafon Fund, Municipal CouncB Pension Fund, 
IMATU Retirement Fund and SAMWU National Provident Fund which are defined contribution funds. 



The retirement benefit fond Is subfee* to the Pension Fund Act 1956, with pension being calculated on 
th» pensionable remuneration paid. Currant contributions by Council are charged against expenditure 
on the bails ol current servtoa costa. 



Contributions paid recognised in the Statement of Financial Performance 



Sale Pension Fund 

364 214 

367416 

Munidpal Council tore Perukm Fund 

1666 224 

1 601 697 

SAMWU National Provident Fund 

941 462 

696 225 


2 971 939 

2 657 536 

Tho Incorrect amount was rtiadosed In 2016 relating to contributions towards the Municipal Councilors 
Pension Fund. Above disclosure was therefore sefusted from R139 967 to R1601 697 

2019 

2916 


R 

R 

CURRENT PROVISIONS 



Currant Portion of RehebdHabon of Landfill Sites • Note 12 

10 975 263 

10360216 

Total Provisions 

• 

10 979263 

10380216 


li|t££ 



EMAIAHLEHI MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE 2019 


IS. 


15J 


19.2 


16*0 


CURRENT EMPLOYEE BENEFITS 

Prevision for Performance Bcny«s 

Staff Bonuses secured 

Stalfteave accrued 

Compensation tor Injuries On Duly 

Current Porton of NorvCurrent Employee Benefits 

Current Portion of Pm! Retirement Benefit* * Note 13 
Current Portion of Long-Service Provision* - Note 13 

ToUl Current Employee Benefit* 

The movement In current prevision* are record tod as follow*: 

PtfftffffPfffTggffWlfl 

Balance at beginning of year 
Contribution to cunent portion 
Expenditure incurred 

Balance at end of year 

P erfo r ma nce bonuses are being paid to the MuntopaJ Manager end Director* after an evaktaion Of 
performance by the couical There it no possibility of reUntxjrserrreriL 

Staff gomreea 

Balance at beginning of year 
Contribution to current portion 
Expenditure Incurred 

Balance at end of year 

Bonuses are being paid to all municipal staff, excluding section 5T employee*. Tbo balance at year end 
represent toe portion of the bonus that have already vested tor toe cunent salary cycle There a no 
possibility of wmbureemenL 

SUN Leave 

Batonoe at beginning of year 
Contribution to current portion 
Expenditure incurred 

Balance el end of year 

Staff toeve accrued to employees according to odednre agreement Provision la made tor too toll cost 
of accrued leave at reporting date. Thto prevision will be realised e* employe** take leave. Thereto no 
posslbtfty of reimbursement 

Canoamteft hr ftifarita Off Only 

Balance at beginning of year 
Contribution to cunent portion 
Expenditure Incurred 

Batenoeatendofyear 


2019 

2010 

R 

R 

99111 

1 1B0099 

1762210 

1716699 

9207 087 

025977B 

431 01S 

397933 

412630 

420093 

30943 


50090 

391 697 


364603 

10902034 

*9*4761 

1 180600 

1 070660 

(1097 579) 

1 100 090 

- 

(1 070000) 

99112 

1100990 

1 719 669 

1429 595 

3445 502 

3 374 914 

(3 399 990) 

(3 007 021) 

1792 210 

1719990 

6 259770 

5 974 no 

2587 340 

1 166 090 

<650 959} 

(001960) 

0 207067 

0 209 m 

397 933 

355052 

402192 

434036 

<309 109) 

(392554) 

431 019 

297 933 


The balance on the compensation for injuries on duty contribution repress** the current <•**»*«;*• 
munldpaffly that has not yet been paid over to the relevant atehoritia* There to no possibility of 
reimbursement 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE »1» 


trade and other payables from exchange transactions 

Trade Payables 

Third party payable* (Peyrol) 

Pre* paid electricity paid la advance 
Advance payment!, debton-bitfng 
Sundiy Deposits 
Simdiy Creditors 
Retention* and Guarantee* 

Total Trade PsyaMos 


2011 » 1 « 

R R 


6428 $12 
7 613 
186710 
420 850 
63876 
78352 
8666 783 


14844296 



Payable* am being recognised natal any discount*. 

Payable* am being paid within 30 day* a* prescribed by the MFMA. This eretfl period granted U 
considered to be consistent with the lenm used in Uw ptAic eector, through established practices and 
FegtateSon. Discounting of trade and other payables on initial recognition is not deemed necessary. 


The carrying value of trade and other payables approximates its Mir veto. 
All payables am unsecured 

Sundry deposits indude Hal, Buldefs and Housag Deposits 


UNSPENT TRANSFERS AND SUBSHMES 
Unspent Transfers and Subsidies 

Provincial Government 
Oistnct MumapaHos 

Total Unapetit Transfer* end Subsidies 


2016 TOM 

R * 


1 933 060 


468761 


. 

1066300 


' 


1633060 


See appendix “D* tor reoondbaUon of grants from other spheres of government The Unspent Grants am 
cash-becked by toon deposits The muncomity complied with the conditions attached to alt grants 
received to the extent of revenue recognised. No grant* were withheld. 


Unspent grants can mainly be attributed to projects that are work to progress on toe retevant flnandsl 
year-ends 


Piie'tt 
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EMALAHLEN1 MUNICIPALITY 


NOTES OH THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 90 JUNE 2019 



2019 

2010 

PAYABLES FROM NON-EXCHANGE TRANSACTIONS 

R 

R 

Out of oourt tenement • Magwayt 

10507 603 

. 

Total pjysbtae horn Nan-exchange Transactions 

10 607 503 

- 

Dacteaed as fallows 

Current babftba* 

6 393 762 


Norvctnrent 1 la tribes 

6 203751 

- 

Total 

This oourt cate has been settled on 25 June 2019 for on amount of RIO 507 593 

10567G03 

- 


The repayment twin* are as foBowK 

Payment of the sum of R5 203 752 to be paid on or before 1 September 2019, 

Payment of the sum of RS 203 752 on or before 1 September 2020; interest of (his amount 
c a lculated at the legal rate 

Due lo the short term nature of tfie lint payment, discounting Is not deemed necessary n rtli not 
metenal. The second payment accrues Interest at the legal rale, and therefore discounting is also not 
doomed necessary in this regard. 

A description of the matter is disdosed under note 49 - Contingent BabfEUet 
All payabts* era unsecured. 


PROPERTY RATES 
Aetu*l 

Reteebla Land and Buildings 

Business end Commensal Property 
Public Benefit Organise bora 
Residential Properties 
vacant Land 
State-owned Properties 
Agricultural Propsny 

Total Property Rates 

Vahattoos - 1 Jutv 2019 
Rateable Lend end Buildings 

Business and Commercial Properly 
Mumdpel Propertius 
Residential Properties 
State-owned Properties 
Agricultural Property 
Exempt properties 

Total Rateable Lend end Bunding* 


2019 

R 

201 B 

R 

4 627291 

$211 974 

1 100367 
034 

1 511 414 
177 535 
1077 045 
551500 


090 304 

2390 630 

942129 

002045 

4627291 

6 211 974 

14M327S40 

11SO <17 404 

i a* smses 

34 Ml 400 

MS *7013* 

1*00*7 000 

•*•030 000 
1*411 «i 


13*131 M3 

14121700 

SCI 4N 201 

11*1*1300 

642 M3 400 

ism sei 

1 4*4 JIT *40 

1130*17404 


Assessment Rates are levied on the value of tend and improvements, which valuation is performed 
every 4 years. The latt valuation earee Into effect on 1 July 2010. Interim valuations are prooessed on 
an annual basis to taka Into account changes In Individual properly values due to attention* and 
subdivisions end also to accommodate growth in the rets bate due meetly to privets development. 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

1019 2018 

R R 

Basic Rata 


Reettecittol 

0,00080 

0,00923 

Undeveloped tand/Veeant land 

0,00680 

0.00923 

Business 

0.01010 

0,0136$ 

Government 

0,01020 

0,01365 

Agncdtun/Farms 

0,00170 

0,00231 

Pub Be Service Htastracfura 

- 

- 

Public Benefit Organisation 

0.00170 

0,00231 


Rates are levied annually end monthly. Monthly rates am payable by the 25th of dye following month 
and annual ram are payable before 30 September, interest is levied at the prime rate plus 1U on 
outstanding monthly instalments. 


Rebates were granted on land with buildings toed solely far dwellings purposes as follows: 

Residential- The (tret R15000 on the valuation Is exomptod. 

Rebates can be defined as any Income that the Municipality is entitled by law to levy, but which has 
subsequently been forgone by way of rebate or remission. 


1019 2018 

R ft 

20. GOVERNMENT GRANTS ANO SUBSUMES 


Government Grants and Subsidies - Operating 

123 264 529 

121753746 

Equitable Share 

Local Government RnencaoJ Management Grant 

Muredpal Infrastructure Grant 

Lfcraries, Archives and Museums 

Oiher grants 

DEDEAT: Waste management grant 

115 774 000 
2415000 

1 345 167 
900000 
563701 
2268641 


115 092000 
2345000 
1703050 
900000 
613736 

Government Grants end Subsidies-Capital 

44 825412 

33 66$ 950 

Municipal Infra struehro Grant 

Expanded Pubbc Works Programme Integrated Grant 

DEDEAT: Waste management grant 

42 556613 
2022000 
246 599 


32 357 950 

1 306000 




Total Government Grants and Subsidies 

168109940 

155 419738 

included in above art the following grants and subsidies received: 




115774 000 

II 

115 992 000 

Equiubla Share 

115 774000 

115902000 | 

Conditional 

52 335940 

39 437 736 

Local Government Financial Management Grant 

Expanded Public Works Programme Integrated Grant 

Municipal Mrs structure Grant 

Libraries. Archives and Museums 

Other grants 

OEDEAT. Waste management grant 

2415000 
2022000 
43 902000 
900000 
563701 

2 533240 


2345000 
1306000 
34 061000 
900000 
613736 

Total Government Grants and Subsidies 

1U109 944 

156419738 






EMALAHLSNt MUNICIPALITY 


20.1 


20J 


20.3 


2fU 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED M JUNE 2019 


Revenue recognised per vote as required by Section 123 <c) of the MFMA: 

Equitable share 

Finance and Administration 
Community & Soda! Services 
PtiWte Safety 
Planning A Development 
Road Transport 
Waste Management 

Total Government Grants and Subsists* 

Based on the allocations set out la Ihe Division of Revenue Act (DoRA). no significant changes In (ha 
(eve! of government funding cm oxpeded over tho Forthcoming 3 financial years. 

Eauttibk Share 

Grants received 
Conditions met * Opt rating 

Conditions stm to be me! 


The Equitable Share ra the unconditional share of to* revenue raised nationally and b betng altocated In 
terms of Section 214 of the Constitution (Act 108 of 1MB) to the municipality by ihe National Treasury. 


twill OoifffnTMniftofinfitol s«nt fFMG) 

Crams received 
Conditions met - Operating 

Conditions still to be met 


The Financial Management Grant is paid by National Tieaeuiy to muma polities to help implement the 
financial reforms required by the Municipal Finance Management Ad (MFMA), 2003 The FMG Grant 
also pays for the cost of the Financial Management internship Programme (e g salary coals of the 
Financial Management Interns) 

Municipal Infrastmchire Grant WIG) 

Grants received 
Conditions met • Operating 
Conditions met - Cartel 

Conditions stiN to be met 


The Mumape’ Infrastructure Grant was used to upgrade infrastructure n previously disedvanteged areas. 


PE PEAT- waste fnmwrawijatt 

Grants received 
Conditions mat • Operating 
Condaoos met * Capitol 

Condiions still to be met 


2019 

2016 

R 

R 

115774 000 

115 9920D0 

3756 718 

2 345 000 

18 100 228 

900 000 

7 078 284 

- 

1635 233 

800 500 

19 232 271 

35382 236 

2533240 

- 

168109 940 

155419 736 

115774 000 

115 992 000 

(115774 000) 

(415 983 000) 

2019 

2018 

R 

R 

2415000 

2 345 090 

(2 415400) 

(2 345 000) 

43 902000 

34 061000 

(1 345 187) 

(1703 050) 

(42 556 813) 

(32 357 950) 

- 

0 

3000000 


(2 288 841) 

■ 

(246 599) 


466 761 

* 


The DEDEAT Waste management grant was used for a wails management prated that seeks to 
address these chetianget withai the Waste A Environment Sector and also address socio-economic 
dynamo of the Munidpalty. 
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NOTES ON TIC FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 



Grants meshed 
Conditions mot - Ceottal 

Conditions still to be met 


2 022000 
(2022000) 


2015 

R 


1305 000 
{1308 000) 


Tlwgrarrtts used torjr*creaikmpci(tiec& in previous disadvantage eras* 


Grants received 
Cond Won* mat - Operating 

Conditions «tiN to bo mot 


Tho grant h used to transform urban and rural community library infrastructure, faculties and services 


BOO 000 900000 

<600 00D) (00000Q) 


20 .T Other grants 

Opening balanoa 
Grants received 
Condition* mat - Operating 

CondHtons still to be met 


(SOI 356) 


1630 000 1 705102 

(553 701) (513736) 



Inctudad vnthb otter parts are Me Chris Hard District MuntdpaUy Paving and baauti/katton grant 
Watd band plans grant, fflyfcnd cropping programme grant Affan plant project grant and Construction 
effaadtot grant. 


20.5 Total Grants 

Opening balance 
Grants received 
Conditions met * Operating 
Conditions mat - Capftal 

Conditions still to be maV(Grant expenditure to be recovered) 


159643000 
(123 254 625) 
(44 525412? 

1533 060 


<691 366) 
156 311 102 
(121 763 716) 
(33665 050) 

0 


Unspent Transfers and Subsidies 
Total 


21. LICENCES AND PERMITS 

Trading 

Rood and Transport 
TutaJ Licences and Permits 


1 533060 



0 161 10 »51 

1735605 1 629 255 

1744 76s" 1646 120 


Pififti* 
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SERVICE CHARGES 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


2018 

R 


2019 

R 


23. 


24v 


25. 


25. 


27. 


Electricity 

Service Charge* 

Lett: Revenue Forgone 

West* Management 

Service Charges 
[ft»; Revenue Forgone 

Total Service Chargee 

Revenue Forgone can be defined n any income (hat the Municipality la entttfed by lew to levy, but which 
he* subsequently been forgone by way of rebate or remrtfcon 


SALES OF GOODS AND RENDERING OF SERVICES 

Bidding Plan Approval 
Comping Fee* 

Cemetery and Burial 
Clearanoe Certificate • 

Groans Fee* 

Valuation service* 

Total Sale* of Goode and Rendering of Service* 


RENTAL FROM FIXED ASSETS 

Investment Property 
Property, Plant and Equipment 

Total Rental from Fixed Aeeete 


INTEREST EARNED - EXTERNAL INVESTMENTS 

Bank Accounts 
Financial mob 

Total Interest Earned • External Investment* 


INTEREST EARNED - RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Waste Management 
Electricity 
Housing 
Service choges 

Total Internet Earned - Outstanding Exchange Receivable* 


INTEREST EARNED * RECEIVABLES FROM NGN'EXCHANGE TRANSACTIONS 
Property Rate* 

Total Interest Earned - Outstanding NomExchtnge Receivable* 


15755 825 8 538828 


17118183 


10154 313 

<1 321357) 


(544 384) 

• 132583 

3 483131 

10 520 378 


5 508 022 

(2 387 765) 


(2024 882) 


23 928 420 13 021050 


2019 2018 

R R 


180 233 

TT487 

4 887 

- 

34 779 

34 984 

68 223 

16 243 

5957 

- 

- 

524 

304058 

129 239 

2819 

2019 

R 

R 

855477 

736 071 

238156 

76 898 

883543 

813070 

2019 

2018 

R 

R 

52 347 

21073 

818 013 

1 151 547 

870 360 

1 182420 

2018 

2018 

R 

R 

2 811 278 

2 962 044 

655823 

200845 

263052 

198 805 

1406 

- 

3 743460 

33697*4 

2019 

2018 

R 

ft 

1540865 

1 494171 

1549065 

1494171 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUKE »« 


OPERATIONAL REVENUE 
Agricultural Activist* 

FruWets and wasteful so$endftum recovered 
Insurer** Refund 

Mercfcandisinfi. Jobbing end Contacts 
Transaction Handling Ft#* 

Total Operational Revenue 


EMPLOYEE RELATED COST 

Basic Salent* and Wegts 

Acting and Poet Rotated Allowances 

Pension and UIF CnntrbuHona 

Medical Aid Contributions 

Overtime 

Bonuses 

MOfor Vehicle Alowanca 
Coflu tar and Telephone 
Housing Allowances 
Other benefits and aitowanoes 
Payments m lieu of leave 
Posl-retircment Benefit Obligations 

Medical-Note 13,1 

Current Service Cost 

Long Sennet Awards - Note 13.2 


2019 

2018 

R 

R 


3510 

. 

- 

1262 

1*72115 

523044 

444735 

5S130 

78703 

* 

23*01*3 

880342 


2011 2D10 

R R 


87 400 088 52 654 221 

1002443 210 670 

5 SOI 900 7 303 8*0 

3 205175 2206 3*3 

1385 720 906 238 

4 205213 4 561604 

4 408*8* 3216 037 

6737*7 33*741 

042084 161707 

22448 464497 

050059 1166806 

1352375 633707 



61200*53 73085440 


Total Employe# Related Costs 


81209853 7308*440 


KEY MANAGEMENT PERSONNEL 


Key management personnel are all appointed on 5-year (bed contacts. Thera era no post-employment 
or termination benefit* payable to them at the end ol the contact periods. 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 


Annual Remuneration 


T e lephone, assistance end other allowances 
Contributions to UIF, SOL BagaWng council 
Pedbrma nee Bonus 

Total 

Df Vtftb performed the duties of MunfctyMf manager uirttf February 2019, 

Remuneration of the Acting Munfofoaf Manager (H ktntuyxtw*) 

Annual Remuneration 
Acting Afowa nee 

Telephone, asais tones and other allowances 
Contribution* to UIF, $DL, Bargaining council 

Total 

Mr Mrrtvytfvn tKitd tsMunfap*}mmnager from October 2016 unfit 22 May 2019. Above remuneration 
relates to fits s&vfcesrwxtemd during Otto period. 


1 152342 

1771 561 

104 875 

- 

25555 

34 848 

12887 

1 785 

- 

225471 

138**3* 

2 033*6* 


974 823 


194 503 


21074 


10 580 


12010*0 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


Rom vnvwtfon of Itto Acting MuntctptJ Uvtnfftr (Q Do J*gi) 

Annual Remuneration 
Acting AtlOMflM 

Telephone, assistance and other slowenoea 
Contributions to UIF. SDL Bargaining council 

Total 

Mr 0c Jagcr adttf es Mvnkiptl managerAwn 23 toy for 30 Juno 2019. Atom mmtfiontion relates to 
to services rentfered during this period. 

ftomunondoti o/toc Manege? Corporate Sendees (Manager Corporate Sarvfees - P SoAtJ 
Annual Remuneration 
Loava cncetfcmtfll 

Telephone, esstetanoe and other atowwce* 

Contribution* to UIF, SDL Bargaining council 
Performance Bonus 


Total 


Ms Softols services ended in the month of August 2018. 
Remuneration OftfM Ctoffilrwitof Officer(GP da Jags# 
Annual Remuneration 
Leave encashment 

Tele phono, assistance and other allowances 
Contributions to UIF, $DL, Bargaining counci 
Perfonnonoe Bonus 


Total 

Mr Do JagsrperfiMTMd the ditoe* tit Chief Financial OffiDtrAorn Juno 2018 until toy 2019. Above 
remuneration rtota to to sorvkosmndtmt Owing thro period. 

Romunontfon otlhoCbhf Ftnmnctit Officer (A Ztndlut 
Annuel Remuneration 
Acting aMowanoa 

Telephone, assistance and other atiowanoai 
Contributions to UIF, SOL Bargaining council 

Total 

Mr ZJndkt acted os ChtofFtnanctat CMfoerfor June 2019- Above mtmimratioo rtotes to to senates 
motored during this period. 

Remonentfofi of A* Manager Corporate Sarvfees (Acting Manager Corporate Sendees - M SvmyonM) 
Annual Remuneration 

Telephone, assistance and other allowances 
Acting otkwance 

Contributions to UIF, SDL Bargaining ooundl 
Long service award 
Annual Bonus 


Total 

Mrs Swayooa adW as Manager Corporate services Aom August 2018 unlit Juno 2010 


2019 

R 

127 194 
27 202 
2747 
1412 


ISA 566 


192040 

S 493 
1 020 


199 351 


1 399139 
30214 

12 ua 


1 441 891 


51900 
31 449 
23 202 


10T619 


493 744 
225000 
249157 
9991 
11600 
4933S 


1039427 


2010 

ft 


1 329 305 
254 306 
29 964 
1765 
169164 


1764544 


1 367 576 
26641 
29964 
176S 
176601 


16225(6 
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EMALAHLENI MUNICIPALITY 


NOTE* ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 1011 


narmmeretfoff of fit* Manager PBDTM Services (N Mntuyi/#a) 

Annual Remuneration 

Telephone, assistance and after allowances 
U*v* encashment 

Contributions Id UIF, SDL, Bargaining oounclt 
Performance Bonus 

Total 

MrMn&jydW* perftrtnatf ft* Arias of Mon**: PEOTA Serw** fromJvtyWtB SepfcmCer *na 
TtWMfbrhe odea as munlctpa! manager vrttB May 2019 entf resumed hft dkries as Manager PEOTA 

S«nic& forth*month of Jun» 2019 Aitov* fmnut*mt>onnfate to tt»swic*st>9f*<fQ(wed»s 

Manager PEOTA sarvfeas. 

RemiMontfoo of A* Dlfctor infrastructure an* tfunion Sattiement* fl> ftfffa* 

Annual Remuneration 

Tefaphon*, luUtance end Other olowenoe* 

Contributions to UIF, SDL, Bargaining council 
Performance Bonus 

Total 


Remuneration of tin DlnMforConfflinJI)r5irW»i (NNytzJ) 
Annuel Remuneration 

Telephone, essfetanoe end other allowances 
Leave encashment 

Contributions to UIF, SDL. Bargaining council 
Performance Bonus 
Acting allowance 

Total 


2014 

2018 

ft 

R 

407 412 

1320 305 

10487 

20 004 

. 

102 B84 

4 307 

1785 

- 

160104 

602 708 

1632 M2 

1 140017 

1320 305 

348 579 

20004 

13 778 

1785 

* 

160184 

1608 673 

1630238 

1462235 

1320305 

32 060 

37120 

. 

26 686 

14 072 

1765 

, 

166184 

* 

22113 

1604268 

1688112 


fmn 



R 





CRsSIMifUCMan) 
T(Uulk»mMCUte( 
Mpfftnom* 

L (S*c 79 (Mr poog 



n^ mpfcwmoa—>1 

BongoS {PmUmm CoucftxJ 
RrfRZ [PMfnCotKflM] 

28fWte0mttl 
TF|PM*)iCaucN 
ZD[I 
taarfttSil 

tfll[RttMn»Cnaedfa'J 
l|BMttMOoaA4 
WWII 



OnfcwyCotiicflV'MUlIhtitMOaiaRrl 
lOMfciXHIPwttnttCouclof) 
Mq0noK[PM«nOMtaaj 
«nN[PvMmCouda] 



i paid to 4 


061412 

639713 

216037 

* 

709000 

677531 

601 BIO 

637736 

601613 

637730 

601613 

6377)0 

601013 

637730 

379871 

394042 

302 762 

282677 

302752 

202677 

- 

216900 

302752 

202077 

302750 

202677 

302752 

202077 

302792 

282677 

302752 

262677 

302752 

202077 

302792 

392677 

302752 

202677 

302752 

202677 

302752 

282677 

302792 

282677 

302752 

202077 

302792 

282077 

302752 

292677 

302752 

292677 

302752 

202677 

302752 

292677 

302752 

382077 

367138 

346302 

302752 

292677 

302752 

202677 

302792 

202077 

2S308 

- 

307130 

373016 

379071 

364042 

13602153 

12406471 




717413 

S6S096 

2040121 

0100603 


•n»4» 


70000 

301500 

4RR0 


132036 

137001 

927331 

2256500 

3043646 


600446 

703000 

26404S2 

6703003 

13662764 



r6r^Mafc*tfJ 
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EJVUUHLENI MUKtOPAUTV 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

3010 3411 

R fi 

31. CONTRACTED SERVICES 
OutSQUfCGd $&VrC&S 

Accounting and AudWng 5 SB* 02* 4 020 SSI 

Burial Servian 9000 03 350 

MedicalServices{Medical Health Services A Support] 08500 1*4181 

Refuse Removal 404 784 

Security Service* 4 250080 3012 295 

Transport Scrvioes 778 068 940143 

Valuer 32203 787 320 

Cosmrffsrfs and Profmssional -Sendee* 

Audit Committee 320994 381741 

B mi mss and Financtel Managamcnt 1643133 4 816 257 

Legal Advice and Litigation 2940488 840 429 

Research and Advisory 487 826 

Town Planner - 397192 

ConAacftMV 

Catering Services 407 653 1 720 94* 

Employee Wellness 17 939 356 698 

Event Promoter* 44 600 77940 

MeMecunee el BuRtfnge and Fedlrtoes 1583 508 23* 831 

Maintenance of Equipment 3*9181 29 940 

MamtenancaefUnspedted Assets 1342646 1 576894 

Plants. Flowerc end Other Decorations 43 373 

Stage and sound Craw 71454 191210 

Traffic and Streetlights - 12076 


Total ContMctad Sanritee 20 610 326 21632877 


2019 2918 

R R 

33. DEPRECIATION AND AMORTISATION 

Property. Plant and Equipment 24165 970 22 095 006 

intangible Assets 54 930 $4 926 

Investment Property earned at cost _2400 _2 400 


Total Depreciation and Amortisation 24 223 300 22162331 


2019 2911 

R R 

33. FINANCE COSTS 

Finance leases 98 202 49 780 

Norwuirart Provisions 604616 996833 

NoiKaiirent Employee Benefits 871209 790868 

Payables 11548 1 002 

Overdraft FaeJtie* 114 


Total Finance Cost* 1688888 1 638481 


Pnrttt 



EMALAHLENIMUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE TEAR ENDED30 JUNE 201» 


34. BULK PURCHASES 
Electricity 

Total Bulk Purchase* 

35. INVENTORY CONSUMED 
Con&tmabfei 

Material* and Supplies 
Total Inventory consumed 

36. TRANSFERS AND SUBSIDIES 
Capital 

Monetary Allocations 
Private Enterprise* 
Operations! 

Monetary Allocations 
Households 

Settlement of court cose 
Non-profit Inuttirtlons 

Total Transfers and Subsidies 


2019 

2016 

R 

R 

0624 972 

13256662 

9 624072 

13 260062 

2019 

2016 

R 

R 

411120 

1 115048 

1069410 

1 047 309 

2090630 

2762957 

2011 

2016 

R 

R 

- 

66 600 

. 

66060 

1 _ 1 

66860 

10 9+5603 

1 661 1Q1 

10 945603 

1 661 101 

311245 

095 860 

10 567503 

- 

66 855 

665233 


TO 946 603 1727701 


Pfgr 7& 




37, OPERATIONAL COSTS 


EMALAHLENI MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE TEAR ENDED 33 JUNE MIS 


Adverting, Public*/and Marketing 
AuM l*u than the Capita] nation Throehc'd 
Bank Charge*. PaaGty and Card Feu 
SuBPJfling Council 
BvaUliOS (Employees) 

Cooimtupon 

Conner end Delivery Service* 


External Audit Fees 
Externa) Compute Service 
Kim Chargee 
Indigent ReSef 
Insurance Underwriting 
Uoanooa 

Office Decoration* 

Prnting. PiAlcabOn* and 600k* 

Profcwiooa' Bodies, Membcrtljp and Subscription 
Regaftration Fee* 

Remuneration to Want Committee* 

Seabng ABowanee tor Traditional Leader* 

Signage 

StaQs Development Fund Lav/ 

Storage of Aaaet* and Good* 

Travel Agency and Vfea'i 
Travel and Subaratance 
Undorm and Proleelive Clothing 
Wet Fuel 

Workmen'* Compensation Fund 
Total Operational Cotta 


34. REVERSALOF IMPAIRMENT LOW/0MPAIRM6NT LOSS) OK RECEIVABLES 

Receivable* from Exchange Transaction* - Note S 
Receivable* from Non-exchange Revenue - Note 7 
Taxat • Note 9 

Total Reversal of Impel went Loaa/ (Impairment Low) on RaeaWaMet 


2019 2018 

R R 


SOS 384 

236 768 
721 030 

321 94$ 

2054451 
B9S7 
62665 
$162182 
1 330 020 
726432 

1 700215 

2 326 B41 
3377*0 

1211567 
68 670 
941203 
3033 035 
234 000 

593 632 
33 941 

4 020 676 
137 056 
1 362786 
402182 


27679523 


872 929 
5350 
166051 
604280 
329252 
224136 
1333 
1333 044 
96748 
46679 
3619146 
1264144 
50956 
1563535 
2010 533 
340542 
26 HO 
564316 
62 556 
745017 
2045703 
237000 
91 931 
544 607 

235 105 
5707 820 
923 867 
1 593758 
434 83S 

25065787 


2019 2018 

R R 


(2250 422) (322451) 

(8284 227) (3186073) 

(3627 364) 


(10 534549) (7135905) 
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EMALAHLENL MUNWAUTY 

NOTES OH THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUKE »19 

2019 

R 

RECLASSIFICATION OF ITEMS M THE FINANCIAL STATEMENTS AS A RESULT OF THE 
IMPLEMENTATION OF mSCOA 

jim Muttfffrtl Reputations on Stindini Chart of Accounts (m$COA) came Into ilM m 1 July 2017. 

The municipality implemented MSCOA during the 2019 fkttndal yw and has realigned Heme In the 
financial statement* wish the Item Segment of mSCOA. The resiit of this procew ww » radasstflcrtoo 
end naming of items to the financial statements. The radassiflcetion of 2018 audited amouria can be 
summarised as follows: 


Statement of Financial Performance 
Revenue from Non-^xchenae Trwttactk>n* 
Taxation Revenue 
Property Rates 

Traraftr Rtwaa 

Government Grants and Subsidtes - Operating 
Government Grants end Subsidies - Capital 

Ofly RtYpnys 

Actuarial Gains 

Fines, Penalties end Forfeits 

interest Earned - Non-exchange Transaction* 

Revenue Item ExdwMa Transodion* 
Samoa Charges 

Sates of Goods end Rendering of Services 

Rental of FacStiei and Equipment 

Rental from Fixed Assets 

Interest Earned - external investments 

Interest Earned - Exchange Transactions 

totem! Earned .outatandng raoateebtes 

Licences end Permits 

Agency Services 

Gains on Sale of Fixed Assets 

Operations] Revenue 

Other Income 


Employee rotated toau 
Remuneration of Councillor* 

Bed debts written-off 
Debt impairment 
Contracted Services 
Daprecration and Amortisation 
Finance Costs 
Bufc Purchases 
inventory Consumed 
Operating Leases 
Transfers and Subsides 
Other Operating Grant Expenditure 
General Expenses 
Operational Costs 

Oper atin g Surp1us/(DeflcH) forth* Year 

Reversal of Impeinmert Low/Ompsirmenl Lots) on Receivable* 

Gaois/(Loss) on Sale of Fixed Assets 

NetdunriiieWencty tor the year 


Balance 

previously 

reported Adjustments 


5 211974 


121 753786 
33985 950 


609 209 

237290 

9131 

47 002 

* 

1 494171 

13596594 

(573443) 

. 

129239 

913070 

(613 070) 


813 070 

1162 920 

- 

. 

3 359 794 

4 853965 

(4853 960) 

1837 634 

2 286 

74 505 

- 

33412 

(33 412) 

_ 

580 342 

820 908 

(829 809) 

(74 155 289) 

(544 920) 

(12 498 471) 

- 

(5290 944) 

- 

(7792905) 

7792 665 

(9 500662) 

(14 532 314) 

(22 152333) 

- 

(1 713472) 

(125 009) 

(12931 660) 

(327222) 

- 

(2 792957) 

. 

(322 305) 

- 

(1727 781) 

(4 301475) 

4301475 

(43446 754) 

43 448 754 

* 

(28 065 767) 

($ 4S1 668) 

6984120 


(7135 908) 

- 

(753 529) 


2018 

R 


Restated 

Belenee 


5211 974 


121 753 789 
33 695 950 


946 504 
56133 
1 484 171 


13 02309D 
129 239 

813070 
1 182 920 
3 359764 

1 940 120 
74 605 

580 342 


(74 790209) 
(12499471) 
(5290944) 

(21 032 977) 
(22 152 333) 
(1 639 461) 
(13258 982) 
(2762957) 
(322 305) 
(1 727 761) 


(29 065767) 
2242161 
(7135 908) 
(753 529) 


(6 451 >59) 


604654 


(8 M7 278) 



EMALAHLEHI MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


39.01 Fine*, Penaltk* and Forfeit* 

Balance prevtouety reported 
Transferred from OOwr Income 
Restated balance 30060016 


2016 

R 


9131 
47 002 


56133 


39.02 briefest Earned * Non-exchange Trensacttone 

Balance previously reported 

Transferred from Interest Earned - outstanding receivable* 

Restated balance 3MW201S 


1 494 171 
1 494 171 


39,03 Sendee Charges 

Balance previously reported 

Transferred from Other Income 

Transferred from Other Operating Grant Expenditure 

Restated balance 3W06/2916 


13 596 504 
70 WO 
<644 364) 
13 023060 


Previously reported 

Elochteftv 

Service Charges 

Leu: Revenue Forgone 


10 113 373 
10113373 


Waste Management 

Service Charge* 

Leu Revenue Forgone 

Total Service Charges 


3 493131 


5506022 
(2 024 892) 


13596 504 


Now reported 

riarJAiihl 

cKrPfiGiw 

Service Charge* 

Leu: Revenue Forgone 


9 539 929 


10194 313 
(644 334) 


Waste Management 

Service Charges 

Leu: Revenue Forgone 


3 463 131 


5 503022 
(2024 692) 


Total Service Charges 


13 023 000 


39.04 Sales of Goods and Rendering of Sendees 


Balance previously reported 
Transferred from Other income 
Restated balance 30*0*2016 


129339 
129 239 


39.05 Rental of FsdlHJee and Equipment 

Balance previously reported 
Transferred to Rente! from Faced Assets 
Restated balance 300*2015 


813070 

(813070) 


7S 





EMAUUOEM MUMICtP'AUTY 


NOTES ON THE FINANCIAL STATEUENTS FOR THE YEAR ENDED 30 JUNE 2019 


39.06 Rental from Fixed Asset* 


XD16 

R 


Bale nee previously reported 

Transferred from Rental of FsdQtias and Equipment 

Restated balance 30WO016 


613070 
613 070 


39.07 Merest Earned - Exchange Transactions 


Balance previously reported 

Transferred from Interest Earned - outstanding raoembtoa 
Restated balance 39*06*2016 


*369 794 


3 359 794 


39.06 Merest Earned * outstanding receivables 


Balance previously reported 
Transferred to Interest Earned * Exchange Trarueaons 
Transferred to Interest Earned • Non-exchange Transaction* 
Restated balance 30*06*2016 


4 833 »S 
(3 399 794) 
ft 494 1711 


39.09 Licences and Permit* 

Balance previously reported 
Transferred from Other *100010 
Restated balance 36*06*2016 


1637634 

2266 

1640120 


39.10 Gains on sat* or Fixed Assets 

Balance previously reported 

Transfer to Ga n*/(Lo») on Sale or Fared Assets 

Restated balance 30106*2018 


33 412 


39.11 Operational Revenue 

Balance previously reported 
Transferred from Other income 
Resisted balance 30*06*2018 


560 342 
b 580342 ( 


39.12 Other Income 


Science previously reported 

Transferred to Fines, Penalties and Forfeits 

Transferred to Licences and permits 

Transferred to Operational revenue 

Transferred to Safes of Goods and Rendering of Service* 

Transferred to Service Charges 

Restated balance 66*06*2016 


629 609 
(47 002} 
(2 296} 
($60 3*2} 
(129 239) 
<70 9401 


39.13 Employee related costa 

Balance previously reported 

Transferred from General expenses 

Transferred Mm Other Operating Giant Expenditure 

Transferred to Operational costs 

Correction of enor - Refer to note 41 

Restated balance 30*06*2018 


(74 155269} 
(996917) 
(382 395) 
979442 
(205 0491 
(74 7002091 


39.14 Debt Impair me nt 

Balance previously reported 

Reversal of Impairment Los*/{lmpaimie»it Lou) on Reoeivabtas 
Restated balance 30106*2016 


(7 792605) 
7 135 907 


Pill 80 
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EMALAHL£NI MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE Mil 


aois 

R 


Contracted Sendees 

Balance previously reported 
Transferred from General expenses 
Transferred bom 0*er Operating Grant Eapendltiira 
Correction ol error- Refer to note 41 
Restated balance 3006(2016 


(6 600 602) 
(13 401100} 
<1 370 610) 
230665 
j2l03Z977^ 


39.16 Finance Coetft 

Balance previously reported 
Transferred from G on oral ixpoini 
Correction of error - Refer to note 41 
Restated balance 361060016 


(1 713 472) 
< 1002 ) 
(124 DOT) 
£ 636461 ^ 


39.17 BuK Purchases 

Balance prevkntsly reported 
Trensfemd from General txpentas 
Restated balance 300612016 


<12 931660) 



39.16 Inventory Consumed 

Balance previously reported 
Transferred from General mpenses 
Reeteted balance 30M/3016 


(2762957) 
(2762 957) 


39.19 Operating Leaeee 


Balance previously reported 
Transferred from General expenses 
Restarted balance 36/06/zot6 


(322 305) 
(322 305) 


39.20 Transfers and Subsidise 


Balance previously reported 
Transferred from Genera) expenses 
Restated balance 30/06(2016 


(1727781) 

(1727761) 


jsjm Other Operating Grant Expenditure 

Balance prevlouely reported 
Transferred to Contracted services 
Transferred to Employee related cost* 
Transferred to Service Charges 
Transferred to Operational coats 
Reeteted balance 3006/2016 


(4 301 475) 
1370610 
36239$ 
644 364 
1 903 667 
0 


3T22 General Expenses 

Balance previously reported 
Transferred to Bulk purchases 
Transferred to Contracted services 
Transferred to Employee related ousts 
Transferred to GatosftLoss) on Gate of Fixed Assets 
Transferred to Finance cost* 

Transferred to Inventory Consumed 
Transferred to Operating leases 
Transferred to Operational Costs 
Transferred to Transfers and Subsidies 
Restated balance 30060016 


(43 440761) 
327 222 
13 401 180 
936 917 
768 941 
1002 
2762957 
322 305 
23162439 
1 727 761 

r 
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EMALAHLENIMIMCIPAUTY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201* 


IBH 

ft 


30,33 Operational Costa 

Balance previously reported 
Tranefened from Employe* related cost* 

Trenetaned from General expenses 
Transferred from Ollier operating ipenl expenditure 
Rntatad balance UMOOII 

3*J4 Rivmil of bmpalrmani Loesillmpelrmant Lott) oti RocttvtWn 

Balance pcevtouity reported 
Trenetarred from Debt Impoirmont 
Restated belanca 301060010 


(*79442) 
(23 102 436) 



3&26 Gsln*/(Loss) on Sate of Fixed Assets 

Balance previously reported 
Transferred from General expenses 
Transferred from Gates on Sate of Fixed Assets 
Restated balance 30060010 


(700941) 



2010 »« 

R H 

40. CORRECTION OF ERROR IN TERMS OF GRAB 3 

The feBowing adjustment* were made to amounts previously reported in annual flnsncfel statement* 

of the Municipality arising from Ihe bnpfementalfen of GRAP: 


40.1 Property. Plant and E«ilpmsnt 

Balance previously reported 

Correelton of WoA In praareMinootrectly recognised i* expenditure 

Restated Balance 


426506 811 412033 034 

239 660 _^ 

436 028 697 412 033 034 


Construction worit on Id. Mm /t»Oot wu bamcUy Mmt*dunOtr Contraaidun^,t 
upmea before (mptawnutto. of MSCOHdurino (h. S0I7/T. envidthmr. W atwyM MwWW 
omnt want and Mwp«*v*V «$aaM »y «**•*» tta tapmUm to Pmxrtr. Pto* aod 

ectwmeni. 


40.2 contracted service* 

Balance previously reported 

Correction of Wort In progress (nconecJty recognised as expenditure 
Restated Balance 


(21632 977) (6 262 007) 

239 686 _2- 

(20793291) <9 382007) 


Construcirort nw* on me Iwftve Feedtof was moonecdK raoxtfed 

UMRIU Iwtora motomwirtwi <* WSCOA) <Mn» Me MfimAiMM'lM* Wm wtw wM ^n ated 

dMM 2MVM antf ntmucCMy .cKolwf *y .*wfiw «* WP"*** “ • l * ( 


•cupment 
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EMALAHLENI municipality 


MOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


201* 

R 

40.3 HON'CURRENT EMPLOYEE BENEFITS 
Balance pmvtoutly reported 

Correction of Incorrect poicy toad by actuariea for valuation 
Restated Balanca 


Al (he last actuarial valuation, ft was understood dial the post-emphyTrwH medics! aid subsidy rate in 
respect a fell sfrttfo hxhvfduafs was 60%. ft was established at this vaAmimn mtf tea /a» is 70% in 
respect of elf todfvfduatt. Consequently the opening balance of Pest Retirement Health Cart Benem 
WlKWdW. 

40.4 AccuntuliUd Surp*ii/[Deflclt) -1 July 2017 

Balanca prevJoualy rt porttd 
Correction to Norvcuneot Employee Benefits - Note 40,3 
Correction to Employee related coal - Note 40.5 
Correction to Contracted wvIcm - Note 40.1 and 40.2 
Correction to FJnanoa cotta - Note 40.0 
Correction to Actuarial gate - Note 40.7 
Correction to Debt fmpwnwt * Note 40,8 

Total 407966*47 


40.6 Employee related coat 

Balanca previously reported 

Correction to Norwcuneot Employee Benefit* * Note 40.3 

Total 


At the test actuarial vaft/afon. i was understood toaf the post-employment mcPicst aid subsidy fete in 
respect of eft effgftrie todrddiah was 60%. ft urns estabtished at Ms mArato? that the rets fs 70% in 
respect of aO individuals. The R205 040 represents the Increase in currant service cost for the 201$ 
financial year 

40 & Finance cotta 

Balanca pravfoualy reported 
Correction lo Non-current Employee Sanellta - Not* 40.3 
Total 


At the fast actuanel valuation, 6 was understood that the post-employment medical akf subsidy rate tn 
respect of att etigibtc mdtwdvats was 60%. it was established at thtt vtkotron that the rata is 70% « 
respect of atifndMtfuah. TheRl24 OOT represents the increase m finance cost* for the year 

40,7 Actuarial setn 

Balanca previously reported MB 200 

Correction to Non-current Employe* Benafitt - Note 40.3 _ 737 296 

Total *6604 


(1 713472) 
(124007) 
(1 637470) 


(74 169 2*9) 
(205040) 
(74 360 330) 


406 406 314 
(1 244 352) 
(205049) 
239 606 
(124 007) 
237 206 
656 799 


(6 741 310) 
(1 33011?) 
(7 077422) 


At the fast actuarial valuation. 6 liras understood that the post-emptoymorrt medteaf aid subsidy rata tn 
respect of alt eftpteto indnrtuets was 60% ft was established at this valuation that the rata is 70% m 
respect of alt individuals. The R237 296 represents the increase in actuarial gain* tv the year 


2017 

R 

(5 224110) 
(1244 362) 
(6 460462) 


414 856273 
(1 244 362) 


413*13922 


(66 175102) 


(66175102) 


(1 363 144) 


(13*3144) 


1276 646 


1278 648 


Pi|i®3 



EMALAHLENl IIIJHtCtPAUTY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED U JUNE 2019 

2018 2017 

R R 

40.8 Reversal of tmpafrmem lose/(hnptkfiwntlo**} on reeetvaNee 

REVERSAL OF MPAIRMEMT L03S4I IMPAIRMENT LOSS) ON RECEIVABLES 


Balance pnmtouitir reported 

(7 792 687) 

(2 827548) 

Correction to Taxes - Note 40.fl 

858759 

* 

Total 

(7115 905) 

(2 3X7 348) 

During 2016 an aSowance tor impairment was recognised relating to old VAT balances older then 5 
years. This atiweoc* Incorrectly Included an amount at R636 759 relating to input VAT on retentions 
receivable. The error was discovered during 3019 end corrected by decreasing the mpeirmant expense 
end increasing VAT receivable tor 2016 



Reversal of impairment toss / (Impairment lou) on receivable* 

REVERSAL OF IMPAIRMENT LOSS/0MPAIRKENT LOSS) ON RECEIVABLES 

Bata lie* pravlouatr reported 

2020 892 

9680050 

Correction to Impairment - Note 40.8 

SS0 759 

- 

TOttl 

2677451 

8880080 


During 2016 an ttkwnsm for impairment wn recogni se d ratsting to Otd VAT balances older than S 
yews. This affowance incorrectly Included an amount <XR656 ?S6 rotating to input VAT on rtttnbont 
recefrebh The error was dtscovered Amp 2019 end corrected by decreasing the Impairment expense 
and mcreasmg VAT receivable tor 2019 


p*i«u 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 50 JUNE 2019 

2019 2018 

R R 

41. RECONCILIATION BETWEEN NET SURPLU8/(0£F1Cn) FOR THE YEAR AND CASH 

GENERATEDflABSORBBD) BY OPERATIONS 


-Surplus/t Deficit) for the yew 

{3 524 131) 

(5647 275) 

Adlustmswteibc 



Depredation mud Amortisation 

24 223300 

22152 333 

Ln*m/(G*in) on Solo of Fated Asset* 

521245 

(33412) 

Assets written off 

0549595 

735 941 

Contributed FFE 

(635113) 

- 

Contribution to provision* - Non-Current Provwwn* 

604 815 

996833 

Movement in employee benefit* 

2135 510 

1810953 

Debt Impelnnmnl 

10 534649 

7135 903 

Bed Debts written off 

1509336 

$250 944 

Operating lease Income accrued 

17511 

10 030 

Operating $urphM(Defieil) before changes in wanting capital 

45 066 822 

32 492 254 

Change* In working capital 

(2511157) 

(2755 827) 

Increase^Decrease) In Trade and Other Pay*Wes 

4 637677 


(10180535) 

[naaaaeffDecraso) In PaymUem from Norvexchange tistuaction* 

10 567 503 



lncre**W(Dectss»e) in Toons 

(1 605 905) 


7659 358 

!ncreas«f(D*cniM) in Unspent Conditional Government Grants end Receipt* 

1 533 050 


(300 500) 

Irwrmese^Daaeasa) In Unpaid Conditional Government Grants and Receipt* 

- 


1 691860 

(IncreaeepDecresia in Receivablam from exchange and non-exchange transactions 

(17943693) 


(1 125 517) 

Cash genenfedfllabeorbed) by Cperatlone 

42575664 

20726626 


2010 

2018 


R 

R 

RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 



Cash and Cash Equivalents - Note 10 

4144940 

$686415 

Lnxi 

(1533 050) 

* 

Unspent Transfers and Subsidies • Note 17 

| (153306(01 

1 

1 _ 71 

Resources available for working capital requirement* 

26119W 

6 886416 

Allocated to; 



Employee Benefit* Reserve 

<10 902034) 

(9 981 781) 

Non-Cunem Provisions Resarve 

<12511 030) 

(12 207164) 

Resources available for working capital requirements 

<21 102134) 

(16 322630) 

Long-term UabiWea- Note 11 

779 237 

1 147 989 

Used lo finance property, plant and equipment - at cost 

(779237) 

<1147 989) 

Cash sot aside for the repayment of long-term Mobilities 



Cash Invested for repayment of long-term llabllttJae 

- 

• 


long-tomi liabilities hovo bw utifeed In accordance with toe Munldp*t Finance Managemefrt Att 







EMALAHLENJ MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE 201* 

201 * nut 

ft R 

49. BUDGET INFORMATION 

43.1 Explanation ol variance* between approved end IV>«I budget amounts 

The reason* for the variances between the approved and final budget* ere mainly due to virement*, end 
(he negative effect of the abnormal high electricity and solid weal* tariff increases on consumer debtor*, 

(he decrease In (he capital expenditure, end fire raprioritilino of capital prefects, with the corresponding 
change* to funding sources. 

Explanation ot variance# greater then 6%; Final Budget end Actual Amount* 

43.2 statement of Financial Poaltlon 
43X1 Current Asset* 

Cash 

8 alt nee Store! budgeting was done focorrecfy on the system Amounts a* confoitetf fn the origins/ 
budget whom inoorrttt due to kKorrect too of signs on the system. 

Can Investment Deposits 

Btiance Sheet budgeting was done inootttetty on the system. In the original budget the investment 

deposits were 06 captured under Cash and not spilt between the 2 cat egorie s . 

Consumer Debtor* 

Balance Sheet budgeting was done meoneetty on the system The original budget did not lector to (be 
provision for bed debts end showed the gross amount 

Other Debtors 

Balance Sri eel budgeting was done incorrectly on the systtm. The origins! budgeted not factor In me 
prevision tor bad debts end showed foe otesa amount 

43.2.2 Non-Currant Aasats 
Investment Property 

The amount budgeted only related to movements and dU not take the opening balence Mo 
cortticfefaribrt as the Asset module was on active on the mSCOA system. 

Property, Plant and Equipment 

The amount budgeted only related to movements and did not take the opening balance Mo 
consideration ea the Asset modulo was on active on the mSCOA system. 

intangible Assets 

The amour# budgeted only related to movements and did not take the opening balance Into 
consideration as the Asset module was on active on the mSCOA system 

Heritage Assets 

7he amount budgeted only related to movements and did not take the opening balance Into 
consideration as Ihe Asset module was on active on the mSCOA system. 


Pagff 86 
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NOTES OH THE FWAHCIAL STATEMENTS FOR THE YEAR ENDED 40 JUNE 2011 

44.2.3 Current UebNWes 

Trade end other Payables 

Balance Sheer budgeting was (tone tneone coy on the system. The actual amount was tower due to 
mm wpp&otx submitting their invoices on tkne prior to year-end. 

Payable* (tom Nornffchanpe Transactions 

Balance $t#et budgeting was done tocontctty on the system. Une item not provided tor. 

Provisions 

Safenoe 5hee(to^(pe(to9WH(tofl»tooon*e(Vontoe4]Atom. Ltoe fleto not provided tor. 

Cunent Employee Benefit! 

Balance Sheet budgeting was done incorrectly on toe system. Une item notpmvidedlpr. 

Unspent Transfers end SubaWio* 

Balance Snoot budgeting wos done inoomet/yon the eystorm Une item not provided tor. 

Currant Portion of Lono4e«m Bocntofog* 

aetw* $)>eet budgeting was dona inconeetty on the system. Uno Item not provided for. 

44.24 Non-Current Uabtlttles 
Borrowing 

This was e mutt under budgeting tor toe tine item. 

Peysbtes from Non-exchange Transactions 

Batom Sheet budgebng was done incorrectly on the system. Une Item not provided tor 
Provisions 

Balance Sheet budgeting was done meometiy on the system. Une item not provided for 
Ncrvcurram Employee Benefits 

Balance Sheet budgeting was done inoometty tn the system Une dam not provided tor 

43.2.6 Not Asa at* 

Accumulated Surpfus/lDofirit) 

Refer to masons forvananoes under Statement of financial Performance. 


pjftter 
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HOTE$ ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE Hit 
Statement of Financial Pvritonnuci 
43AG Revenue 

Property Rat** 

The asflreetecT incremental nmotw* tor tenlooting purposes was then sctuaf improved incremental 

amount. 

Service Charges - Efetvfefty Revenue 
Dtiferenos considered reasonable 

Service Chargee - ReAis# Revenue 

The estimated demand m the second half of the year was not at high astn the tint half, hence the 
under bhttng, 

Renta) o' Padlitia* end Equipment 

Sfightfy yndatbudgatad hr Rentata baaed on tour revenue tor the drat haft of they*#/. 

Interest Earned - External investments 

Lesser funds were invested duo to tower funds eveJfeMs tor investment due to ovkMcf spending on 
existing projects. 

Interest Earned - Outstanding Debtors 
Difference go nattered reesonabfe. 

Fines 

Undeqwtoonance by the Traffic Department doe to tfmttod resources to perform few enforcement 
activities as they also petfonn daily tests at to* station. 

Licences end Permits 

{mp/wement due to the Traffic Stilton twJofl Mty operational and increased number of peopk utilising 

a. 

Agency Einrices 

Difference constdarod reason tftfe 
Transfers Recognised ■ Operational 
Ditfarenoe considered rtasonahfe 
Olher Revenue 

Undarpeftormance was due to tower amounts recovered from the insurance for claims made tn iha 
current year 

Transfers Recoamed Capital 
Oftferenee considered reasonable 






EKALAHLfiNl KUWCtPALJTY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE TEAR ENDED 30 JUKE 2019 

49.9.7 Expend Hive 

Employ e e Routed Costs 

Dtflforence duo to sewings from unfilled and vacated posts. 

Remuneration of Councilor* 

DMfBtuna considered reasonable. 

Debt impairment 

Budget was based on prior years as M U rfUfcuff to ecourvUV #S#»Mto this expenditure. 

Depredation and Asset Impairment 

Budget wax based on prior years os It fsddtlcutt to a&wntely estimate this oxpendthjre. 

Finance Charges 

Finance Cfta/ges budgeted only related to the finance tease. 

Bulk Purchases 

DHtatwce considered leesoneble. 


Savings as a nsufl of stricter expendtwe controls and cost containment measures. 

Contracted Service* 

Savings «t a result of stricter expenditure controls and cost containment measures. 

Transfen end Grants 

A court case was settled baton year-end which was not budgeted tor. 

Other Expenditure 

Saving s as a result of stricter expenditure controts and cost containment measures. 

Derecognition or assets 

tt was not eidkipated that the tandtitt site wiff be derecogntsod. 

Cash Flow Statement 
43.2.8 Net Cash from Operating Activities 
Taxation 

Improved paymert rate for Taxes as the statements wera morn accurate in the second had ot the year. 
Service Chargee 

Low coflection rate experienced through fAO year. 

Interest 

This is the ectuat amount received from the bank, the budget also prtvided tor ooOectfonhom 
Other Revenue 

Various unexpected funds received including insurance payouts. 

Supplier* and Employees 

Considered in Rne wflh me budgeted amounts. 

Finance coats 

Over provided based on prior year*. 

Transfer* end Grants 

Amount recorded under suppliers end employees os the amount was spent on goods end not issued in 





EMALAHLENI MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 
4U NatCoah from Inwllno ActlvWit 
Procaads on disposal of PPE 
Won exported prtxx&is 

Capital Assets 

tncMmdfybudt&td/otin the budget 
43*2*10 Not Cash from Financing ActfvNn 
Repayment of Borrowing 

Amount budgeted wesbesed on poor year figures. 


2019 2910 

R R 

44* UNAUTHORISED. IRREGULAR. FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 

44,1 Ufffltfttrttn MwnPKv*? 

Racondliatfon of unauthorised expenditure: 

Oponstg balance 5 019 230 

Unorihoftsed expendUuro curort year* operational 20720 003 5 019238 

Unauthorised ©xpendtluro current year-capital 

Approved by Councti or condoned (5 019238) 

Transfer to receiva&es for lacwwy 

Unauthorised expend tore awrafing sufhoosabon 20728 093 G 819 239 

IEEIB ■ Ill H IM ■ B 

2019 2918 

R R 

Unauthorised expenditure can bo summonsed os folkwr 


Unauthorised expenditure can bo summonsed os folkwr 


IncJdant 


DlacbUlJiafv atsM/crtmlnal nrocaodlnce 

Over exoandiftro of eoomved txxfoet 


Approved wtt a spaas/ otbustment budget In 

One wkhtheguktintapfOvkSedin Circular 6B of 
Me MFMA - Resolution no: SCAT 480ff2®0f8 


5819230 


F*|ffll 
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44.2 


40 


MOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED SO JUNE 2019 


Unauthorised exoemfito re r*rr«m year-operating 


2919 2019 

Actual Final Buds* 

ft ft 


Budget and Treasury Office 
Community and Soda! Services 
Corporate Services 
Executive and Couned 

Infrastructure Development and Human Settlements 
Planning, Economic Development, Tourism and Agriculture 


38 858989 3t 767 072 

41 101429 41850 125 

38920551 21473 154 

33 221779 34 703 004 

57 032006 $7003 072 

0108294 0 731 295 

213 249048 195 477 122 


2019 2019 

Actual Final Bwtgel 

ft R 

Untuthoriaed eaDerHUture current veer-canHel 

Community and Social Services 20 613 798 20 749174 

Corporate Sendees 43304 070 000 

Executive and COundl 2 725 054 3 000 001 

Infrastructure Development and Human Settlements 11759111 13 202 727 

Planning, Economic Development, Tourism and Agriculture 1 040 901 1 200 000 


44190166 47101 902 


Epdttm indwMtefar expenditure 

Reconciliation of fruifjesa and westeM expenditure. 
OpemftQbatencs 

Fiuftteae and wasteful expenditure current year 
Condoned or written off by Courted 
Fruitless end wasteful expenditure recovered 

Fruitless end wasteful expenditure awaiting condonement 


Fruitfeu end wasteful expend*!* can be summarised as (Wow: 


tnddeqt 

Dieefoiinary ttepe/drfmmei nocoedinm 



DeoertmenJ of Transport 

Written off ftv coortaJ Uttouah resolution no: SCM 

Eskom 

fnvestknted end recovered alter war-fry 

5A Post Office 

Written aJT by council Umtuah resolution no: SCM 

VOX 

Written affbvcomcH titmuoh resolution no: SCM 

Eskom 

Under Investiaetfon 


Under fnvettfatfon 

Shspstone wyile Attorneys 

Under tovestbotton 


Irregular expenditure 

Reconciliation of irregular expend turn: 

Opening balance 

Irregular expenditure current year 

Irregular expenditure identified in current year relating to poor year 
Written off 

Irregular expenditure awajting further action 


2911 

2019 

Variance 

Unauthorised 

ft 

R 

(5272 696) 

(5272 690) 

556690 

- 

(15 455 397) 

(15435 307) 

1541 025 

- 

51 008 

- 

025001 

. 

(17 953 505) 

(20728 093) 

2010 

2919 

Variance 

Unauthorised 

R 

R 

135376 


020896 


274947 


1704 395 


151009 


3092515 

- 

2019 

2010 

R 

R 

10404 

1 262 

5124 

13048 

(10130} 

* 

(4 070) 

(4 626) 

796 

10404 

2019 

2910 

R 

ft 


9 308 

_ 

340 

- 

120 

- 

628 

132 

- 

485 

. 

180 

- 

m 

10484 

2919 

2018 

R 

R 

19609060 

16S0029 

1396 359 

15408449 

- 

4100611 

(15468449) 

(1 650 029) 

5490 970 

19089060 
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EMALAHLENI MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOft THE YEAR ENDED 30 JUNE 2019 


Irregular oxpervSture can be *umman*ed at Mow. 


2019 2019 

ft R 


fpcfdetrt 

DtedtritMiy ateosteifnrinel proceedings 

Service provider was contacted to advertise the 
munktoetityon (heir website wmuttoOowtogSCM 
processes. 

None 

A service provider was paid In excess of the 
contracted ernoufUvdtiKrti an approved variation 
order being fin place. 

Won* 

Anawafdwattnadatoasupptiafinservioeofthe 
state who did oof declare took Interest. This was 
titanMed via Computer Assisted Autfting Techniques 
b¥ the Auditor-General. 

Written off by council during toe Ftith Ordinary 
Coundt meeting on 30 May 2019, vis resolution 

ocht STdiOsnoig. 

A contract wa? awarded to esufipBor that dkf not 
comply wito the mMrrwngrarting in terms of toe 
Construction Industry oavefoomant Board 

Wtitten off by council doting too Fifth Ordinary 
Council meeting on 30 Nay 2019. via resolution 
OCM57&05qoi9. 

Awards were made lb suppers where ttte Bid 
adjudreotion committee dStf nof compose of the 
requited number (4} of senior managers as required 
bv Swift Chain reoutetiop 29(2}. 

Written off by coundt doting the filth Onhnary 
Council meeting on 3Q May 2019, viaresoHAon 
0CMS7MW2019. 

Award tor Bid number: ELW2W2Q17Q (Appointment 
of an accredited aarviee provider to train went 
cenurmesondisfileytngundtntentongofcom 
municipal processes 6 committee parVelpatioo) wax 
evatueted without considering tunctioneBty according 
to the predetermined specification. 

Written off by council doting toe Fifth Ordinary 
Council meeting on 30 May 2019. via resolution 
OCMS7W0812019. 

The munidpaitty fallowed Section 19 of toe Muntctoai 
Supply Chain Refutations by advertising toe 
quotations for 7 days. The municipaSty however fatied 
to obtafo 3 quotations as required by Section 17 of the 
Municipal Supply Chain Regulations. No approved 
deviation was in place. This Is due to a different 
fotempretation of the regulattons by the muriopeifty 
and Audnor-GenaraL 

SI- 

A COOTA investigation report recommended that the 
amounts pakt In relation to Bid number 
BLM/2/W2017Tbe regarded as irregular 
expenditure. 

Ham 

mm 


liregularmcpefidHumof R410Q611 ratsling la the 2017119 financial year was dlacovared during the 
2016/19 tinwtoN year The irregular expenditure for 2017/16 was therefore restated to Include thb 
amount 

Recoverability of All irregular expenditure will be evaluated by Counal in term* of section 32 of MFMA. 
No step* hive been taken it this stage to recover any monies. 

Awards to supoHaie In service of the etna 

The Mowing wards were mode 1o a suppUor In service oHho aisle during the year 

Heme of person State organ Capacity 

Chums Mbande Coega Development Corporation Executive manager 


ADDITIONAL DISCLOSURES M TERMS OF MUNICIPAL FINANCE MANAOEME NT ACT 

Cfflfl dfeaaflfa to org ans jgs ji j aaagaat- I MPM* i?s (i HM - (WE* contributions] 

Opening balance 
Council subscription* 

Amount paid - current year 

Balance unpaid (included In creditors) 

AudUftfe.rwFMMaffiMpn 

Opening balance 
Current year audit fee 

External Audit - Auditor-Genera) 

Amount paid * curent year 

Balance unpaid (Included In creditors) 


334 675 


94S84 


11 390 


9959195 


5 920684 


190203 


1 061 664 


_- 4006 027 

1396359 19 568 066 


236147 

245 011 

2019 

2616 

R 

R 


653110 

(653110) 

769 280 
(769280) 


(161 808) 

5 269670 

3619146 

| smvn | | 

3619146 

(5265 606) 

(3457 246) 

3664 

- 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 

2019 

4&3 VAT IMFMA 129 tOfcH 


Opening balance (105 550) 

Amounts received - previous year 105550 

Amount* received • current year 5 063626 

R«tum* Issued (7 546 790) 


Ck*ldfi balance neilnbli |Z 492 964) 


VAT to payable on the receipt basis. Only oooa payment to received (mm tne datum* to VAT paid over 
toSARS. 

45A PAYE and UIF - IMFMA 125(1KcM 
Opening beleoce 

Current year pay** deduction* and Council contribution* 

Amount paid - previous year 
Amount paid * currant year 

Balance unpaid (Included In creditor*) 

45J Petition and Medical Aid Deductions ■ IMFMA 12S11 wmi 

Opening balance 

Current year payrol deductions and Cound) Contribution* 

Amount paid - current year 

Balance unpaid (induced in creditor*) 


*** Cwngmcfi amaar eentumof accounts - IMFMA 124 HlfMl 


The (blowing Coimtinor* had wear aooount* (or more than 00 day* a* at 30 June 2010 

Outatandlng 
more than 90 
days 


12473 517 
(12473517) 


16 902690 
(19962690) 


2019 

n 


MUmtto 1158 

45.7 gtafrmrw in totnif tf tttt MuoKl i wri Surety Chtin WsMfltmwt - PirgrcK iagtBLtoL 

Government Garotte 27636 dated 30 Mtov 2005 

Regulation 36(2) - Details of deviation* approved by die Accounting Officer In terms of Regulation 
U(1Xe)*nd(b» 

Type of Deviation 
Single 

2019: Amount Supplier Impractical 


July 

69675 

- 

59675 

August 

100250 

74 776 

25475 

September 

30662 

5 453 

25409 

October 

227005 

160234 

67671 

November 

171 592 

145 680 

25 713 

December 

111 632 

50 066 

61566 

January 

135644 

79 406 

57437 

Febnnay 

376 3D3 

116 246 

67606 

March 

21672 

- 

21572 

April 

104 265 

53 512 

50763 

May 

131 296 

16 716 

67929 

June 

252 674 

53150 

112635 


1725101 755442 643 369 


2016 

R 


(2 655 649) 
2055 940 
6108244 
(6213794) 

(IPS 550) 


1 211446 
11 250 618 
(1 211 446) 
(11250616) 


15576 814 
(16 676814) 


2016 

R 


Emergency 


192 453 


46046 

67169 


326 290 


Pap 93 




EMAlAHLCNf UUNtOPAUTY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED SO JUNE 2019 


2010 : 

July 

Auflusl 

September 

October 

November 

December 

January 

February 

March 

Aw* 

May 

Jw>e 


453 Material loai 


Tvfle olPgvfethMi 


smoto 

Amount Gupptof 


23 356 

23 35$ 

44166 

4416$ 

35 541 

35 541 

72362 

59 762 

74746 

59 695 

167955 

13966$ 

77244 

56939 

130252 

111 154 

403134 

361651 

1018777 

914 152 



12 620 
15063 
10268 
15 304 
10066 
21 262 



2019 2010 

R R 


Electricity distribution looses 
Units purchased (Kwh) 

Units lost during dntnbutlon (Kwh) 
Percentage lost during attribution 
Drstnbutiofl loss (Rand Value) 


10767745 10 603747 

2611 126 2900002 

26.11% 27.65% 


The decrease m the tosses « due to managerne/tf's tioof'to-tjoorinspectnns «r toe houses to todwe Ait 

bralnn end tampered nwtem had teen dtooodrtactod end mm repaued. 


4fc FINANCIAL RISK MANAGEMENT 


2016 2016 

R R 


The activities of the mun«pe9rty expose It to a variety of nnanasl risks, ndudlng market risk (comprising 
fair value interest rate risk, cash flow Interest rate risk and price risk}, credit risk and liquidity risk. The 
municipality's overall risk management programme focuses on the unpredictability of finanoai markets 
and seeks to rmnmuae potential adverse effects on the muniopalrt/a itnande performance 


(a) Foreign Exchange Currency Rtak 

The mumopanty does not engage in foreign currency transactions. 

(b) Price Risk 

The munlcfpetty is not exposed to price risk 


Aa the rmmldpeJtty has signrilce kiterestJrearing liabtltes, the entity's Income end operating cash 
flows are substenGaly dependent on changes in market interest rates. 

The municipally analyse* *• potential exposure to interest rate changes on a continuous basis. 
Different scenarios are simulated urftteli Include refinancing, renewal of current positions, alternative 
financing and hedging. Based on these icenarioe. die entity calculate* (he impact that a change in 
interest rates will have on the suiptuaMeflefl lor the year. These scenarios are only stantialed tor 
Qabilitles winch constitute the trugotity of fmerest bearing liabilities. 


The munidpatity did net hedge eganst any interest rate risks durxig the currant year. 


Vigo Si 
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NOTES OH THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20tB 


2019 2011 

R H 

The potential impact on the entity's surplusJ(defjd1) for the year due to Ohingn 
in interest rates ware as follow: 

114 (2018: 1%) Increase In Interest ratal 33 652 (fill SM) 

0.5% (201 ft 0.5%) Decrease in interest rates (16 626} 10 949 


(d) Credit Risk 

Credit risk is me risk that a counter party to a financial or nofrffnsndal asset will fail to discharge an 
obligation and cause the Munk»pN*y to incur financial loss. 

Credit risk arise* maMy of cash deposits, cash equivalents, bade and other reoeivsWss and unpaid 
conditional grants and subsidies. 

Trade and other reotlvabios are diedoeed net altar provision* are made for impairment and had 
debts. Trade receivables comprise of a large number of ratepayers, dispersed across different 
sectors and geographical areas. Ongoing credit evaluations are performed on the financial condibon 
of these debtors. Credit risk pertaining to trade and other receivable* is considered to be moderate 
duo too diversified nature of receivables and Immaterial nature of IndMdual balances. In die case of 
consumer debtors the munWpartty effectively has the right to terminate services to customers but in 
practice this b difficult to apply, to the case of debtors whose accounts become In arrears. Council 
endeavoun to collect such accounts by "levying of penally charges'*, "demand for payment", 
'restriction of services" end, as a last resort "bended Over tor ootteeuonr, whichever procedure Is 
applicable In terms of Council* Credit Control and Debt Colection Policy. 


The credit quality of receivables are further assessed by grouping Individual debtors into different 
categories with similar risk profiles. The categories inciudo the Wowing: Bad Debt, Deceased. 
Good payers, Slow Payers, Government Departments, Debtors with Arrangements, Inrtgsrtts, 
Municipal Women, Handed over to Attorney* end Untraeeebto account. These categories ere then 
an paired on a. group basis based on the risk prolBafcredH quality associated wRh the group. 

Aft rates and services are payable within 30 days from Invoice date. Retor to note $ and 7 tor el 
balances outstanding longer than 30 days These balances represent all debtors at year end which 
defaulted on their credit terms 

The provtson tor bad debts could be alocated between the different classes of rooervebtos as 
tonowr 


Rates 

Exclaims Receivables 
Services 


2016 

2016 

2018 

2016 

% 

R 

% 

R 

26.76% 

10126500 

26.31% 

16 B76 076 

_. 


71.69% 

42727 516 

100,00% 

71 363658 

100,00% 

59603 594 


No receivables ere pledged os security tor financier liabilities. 

Due to short term nature of trade end other receivables the carrying value disclosed in noted and 7 
of the financial statements is an approximation of its (ter value Interest on overdue balances are 
included at prime lending rate plus i% where applicable 





EMALAHLEN1 MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 



Exchange 

Noo'wxcfiange 

Aoehtfl of amounto rat due but nri impaired in a» fcttaun 

2011 

Receivables 

Receivable* 

t month past due 

13*6300 

569606 

2+ months past due 

6 3401*6 

4361420 


7 715494 

4051 326 

201* 

1 month past due 

*24 433 

165000 

2+ months past due 

2142 456 

21721 SI 


2064 869 

2 35*141 


The entity only deposits cash with major bonk* wiff tug* quality credit standing No cash and cuh 
cquivalanto were pledged » seerfty for financial llabiifee and no restriction* were placed on the 
wool any cash and cash equivalents foe the penod under review. Although me credit rak pedalling 
to oath and cwh equtvafonta are considered to be tow. the maxknun exposure are disclosed 
below 


The entity only deposits cash with major banks with high quality credit standing. No cash and cash 
equivalents were pledged as security for financial tiabflities and no restrictions were placed on iha 
use of eny cash and cash equhrelmb for the period under review. Although the credit nik pertan ng 
to cash and cash equivalents are considered to be tow. (he maximum exposure are d 
below. 

The banks utlised by the municipality for current and norveurrent Investments are all listed on Ore 
JSE (First National Bank and Standard Bank). The credit quality at these Institutions we evaluated 
based on their required SENS releasee as wall as offer meets reports. Based on all pubic 
communications, the financial suctofnabffity Is evaluated to be or high quality and the credit risk 
pertaining to these institutions are considered to be low. 

The risk pertaining to unpaid condition si grants and subsides are considered to be very tow. 
Amouits are recahrabla from national and prevlnclaJ government and thare are no expectation oT 
counter party dafeutt 

Othar Debtors are indivkfcally evaluated annually at BafohM Sheet data tor impwrment or 
discounting. A report on the various categories of debtors is drafted to substantiate such evaluation 
and subsequent Impairment/ discounting, where appfeebfe. 


201 * 201 * 

R R 

Financial assets exposed to credit nik at year and are aa follows 

Receivables from exchange transactions *3 S71093 4 014 264 

Race trebles from norvaxchsnge transactions 24301240 5910 505 

Cash and Cash Equivalents 4144470 5 0*6415 


02 01**13 157911*4 


PiehH 



EMALAHLEHJ MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED SO JUNE 201* 

(•) Liquidity Risk 

Prudent llqiAdily riak management tnctedes maintaining sufficient caih end the evelaMity of funding 
through an adequate amount of committed ciedit fadtttea. Due la the dynamic nature of the 
underlying business. the treasury maintains texfcflJty In tending by mikitsWng evailabllily under 
cnedftflhes. 


The entit/s risk to Oqufcfity is a rasidt of the tends available to cover future commitments. The entity 
manages liquidity risk through an ongoing review of future commitments end credit taciittea. 

The table bekw analyses the entity's financial liabilities Into relevant maturity groupings based on 
the remaining period el the financial year end to the contractual maturity date. The amounts 
disclosed In the table sre the contractual undiaoounted cash flows. Balances duo within 12 months 
equal their carrying balances as the impact of titeoounllng is not significant. 
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47.1 




Between 1 end 

Between sand 

More than 10 


Late than 1 year 

fiyears 

10 years 

years 

201» 





Long-term liabilities 

464 954 

360123 

- 

- 

Trade end Other Payables 

14 234 730 

- 

• 

- 

Unspent Transfers and Subsidies 

1533000 

• 

- 

* 


10 234 749 

360123 

- 

_ !_ 



Between 1 and 

Between 6 and 

More than 10 


Less than 1 year 

Syears 

10 yearn 

years 

201* 





Long-term Liabilities 

466 954 

656082 

- 

- 

Trade and Other Payables 

0171 340 

- 

* 

* 

Unspent Transfers end Subsidies 

- 

- 

■ 

* 


9836 293 

856082 

- 

' 




201$ 

2018 



R 

R 

FINANCIAL. INSTRUMENTS 




In accordance with GRAF104.45 the financial liabtlltes and assets of the muniopatity ate desalted as 



r.'vnr.i ^ ■ 

IUHUM* 






2010 

2018 

Financial Assets 

Classification 

R 

R 

Receivables from Exchange Transactions 




Electnctty 

Financial Insbuments el amortised cost 

0216550 

2 620 242 

Property Rentals 

Financial instruments el amortised cost 

3321563 

2678 106 

Waste Management 

Financial Instruments at amortised cost 

40 739265 

40 303 030 

Service chorges 

Financial instruments at amortised cost 

151400 

- 

Chns Ham Debtor 

Financial instruments at amortised cost 

1 140300 

1 140 309 

Recefvsbtee from Non-Exchange Transactions 




Eskom 


m 

3 357 740 

Other ReoarveUes 


57044 

8634 

Cash end Cash Equivalents 




Bank Balances 

Financial Instruments el amortised cost 

2726630 

2602716 

CaT Deposits 

Financial insbuments ai amortised cost 

1415040 

3203 226 

Cash Floats 

Financial Insbuments at amortoed cost 

470 

470 

Total Financial Assets 


67773076 

85 074668 


ftvtw 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


Financial Instrument* at amortised coat 
Reoehrabtos Own Exchange Transaction* 
Receivables from Exchanga Transaction* 
ReoelvaMas from Exchanga Transaction* 
Receivable* from Exchange Transection* 
Reoelwbtes from Exchanga Transactions 
Receivable* from Non-exChanga Transactions 
Receivable* tain Non-exchange Transactions 
Cash and Caih Equivalents 
Cash and Cash Equivalents 
Cash and Cash Equivalent* 


FtomKMILUMw 

Long-term LbUWn 
Capitalised Lease Liability 

Trade and Other Payabfea 
Trade Payables 
Third party payables (Payroll) 
Sundry Deposits 
Sundry Creditors 
Retentions and Guarantees 

Other payable* 

Unspent fransfen and eubaidra* 


SUMMARY OF FINANCIAL LIABILITIES 

Financial Instrument* at amortised cost; 

Long-term UabflWes 

Trad* and Other Payables 

Trade and Other Payables 

Trade end Other Payables 

Trade and Other Payables 

Trade end Other Payables 

other payable* 


Electricity 
Property Rentals 
Waste Management 
Service Chargee 
Chris Hani Debtor 
Eakom 

Other Recenrables 
Bar* Balance* 

Cell Oeposh* 

Cash Float* 


Financial Instruments at amortised cost 


Finance Instrument* at emortised cost 
Financial inetnimants at amortutd cost 
Financial instruments at amortised cost 
Financial Instruments at amorlbed cost 
Fma octal metrumants at amortised cost 


Financial Instruments el amortised cost 


capitalised Lease Uabilily 
Trade Payables 
Third party payables (Payroll} 
Sundry Deposits 
Sundry Creditors 
Retentions end Guarantees 
Unspent transfers and subsidies 


STATUTORY RECEIVABLES 

In accordance with the principles of GRAP 10S. Statutory Receivable* of the munlcipaWy era classified 
as follows 

Tax#* 

VAT Receivable 

Receivables from Non-Exchange Transactions 
Rates 

Total Statutory Receivable* (biter* provision) 

Lean Provision tot Debt Impairment 
Total Statutory Receivables (after provision) 


2019 

2019 

R 

R 

9 219550 

2920 242 

3321593 

2978199 

49739295 

40 3G3 030 

151406 

- 

1 144309 

1 140 309 

(0) 

3357 740 

57 944 

8834 

2729930 

2902 719 

1 415540 

3293 228 

470 

470 


€7 773978 «974549 


770 237 

1 147 999 

5428812 

3 695149 

7813 

30 026 

93979 

49009 

79352 

98 529 

9 655 783 

5 341829 


1 533 060 

- 

16 547933 

10 319329 


779237 

1 147999 

5428812 

3695149 

7 813 

30 028 

83976 

49 009 

79352 

98 526 

8955783 

5 341929 

1 533 060 

- 

16 547 033 

10 316 329 

2019 

2019 

R 

ft 


4 998 980 

4090745 

24 243305 

19420 209 

[ 24 243 30$ | 

19420 209 | 

29130 294 

23 600654 

<19129 500) 

(19 676 078) 


10 003754 6 924976 


FiltH 



EMALAHLEN) MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE 2019 



2010 

2016 

fttconclllsthm of PfwttK>n far Debt Imootmunt 

R 

ft 

Botonco *1 beginning cf yeor 

IS 676 076 

13750 625 

Contribution to provision 

2250 422 

3 166 073 

RovotmI of provision 

- 

(60519} 

Soionce el end of yew 

19 121640 

16976076 

Anting of omoimto part duo and Imaalrad: 

1 month post duo 

(424426) 

_ 

2* month* post dun 

19 716406 

17662069 


19 291 976 

17062069 

Anting of tmount* Mil dm but not frmutfd: 

1 month post duo 

669 906 

165 690 

2+ month* post duo 

4 961 420 

2 172151 


4961 326 

2 366141 

teteafl-Bmfwri frpn StttirtoiY RwtfritMii 

Taxes 



RocotvoUvs from Non-Ejochtnpo Tmosoctcns 

1 540965 

1 494 171 


1 640965 

1 494 171 





EMALAKLEM MUMClPAtiTY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2019 


2010 2016 

R R 

CONTINGENT UABJUTY 


The munWpaltty \t currently engaged in litigation which could result in damagssfooits being twuM 
against Council if claimants ere successful in their action* ThefotowmgaretfteestrmatM. 

Description of ewtf 


Summons was Issued against Emalahleni Municipality by W Mkuyana. The Plaintiff. Mr Mkuyana. has 
aued foe Municipality tor damages based on noo-compfisnce wfth the contract of employment by the 
•mptoyar The metier was aet down for trial in the Mthstha Hfgh Court m June 2016. Tht matter w» 
postponed dunog the hearing on the 9th of June 2016 end e cost aider urns granted against the Plaintiff 
During December 2017 certain properties of the Plaintiff were attached and subsequently sold on 
auction. An amount of R40 aoo oa was wised from tfw suction. The matter was handled by 8LC 

Attorneys because it was a parting matter before their contract wtm the Munidpanty expired 


3191000 

Magweyf vs EmafoNeni Local MuroapaSty- The Pie ntiff la suing on behalf of the minor child, who was 
electrocuted at the Dodrocht sub -station The Plaintiff Is suing for damages based on the negligence of 
«ta Municipality to property secure the substation. The Ptentit t$ sung for an amount of R3.soo 000.00 
in damages. All papers have been exchanged between panes. The matter la set down for trial In 

August, pending negotiations between the parties 

This matter has been settled for an amount of RlO 507 503 A payable has been recognised for this 
amount and therefore no contingent Utility easts at 30 June 2019 

Refer to note 18. 


4 000 000 

VatMa vs Emelattfonl Local Munlelpattyr The Municipal Manager end Director Corporate isrvroes took 
the Murueipairty to court after council recent their appointment. Coundl had rescinded that decision 

Matter is stll in court 

400 000 

300000 

N Ngqoda vs Ematahtanl Local MtmidpaHly, Reclaiming attached vehicle foal has been aold. 

250000 

■ 

Ngqola vs Ematahiri Local Municipality Spoliation order application on electricity tuppfy disconnection 

150000 

- 

MJungwene vs Emalaham Local MunidpaGty Spotiation order appfealfon on elaclndty supply 
disconnection 

150000 

- 

NJuze vs Emalahieni Local Municipality Labour court claim for compensation for work allegedly done 
wWe acting In another poiL 

1500000 

- 

Monmua GtoWor vs Emalahleru Local Municipality Claim for peymeni for services eBegedly rendered to 
the municipality 

70000 

- 

Claims against Council 

■ 

CONTINGENT ASSETS 

A fraud case ogamt employees amounted to R332186 94 ism the process of investigation end 

2 620000 

7491000 

mMgabon. 

332167 

322 167 

Claims by CouncB 

322167 

312187 



EMALAHLENl MUNClPALfTY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 39 JUNE 201» 


2010 3911 

R ft 

00. RELATED PARTIES 

K«y Management and Ceundlora receive and pay far services on (ha unw term* and conditions as 
other ratepayer! / residents 

The rates, service charges and ether charges are (n acooitiance with approved tariffs that were 
advertised to the public No bad debt expenses have been recognised in respect of amounts owed by 
rotated parties. 


60.1 



Rates 

Service 

Charge* 

Other 

Outstanding 

Balance 

Year ended 30 June 2019 

Councillors 

MSUMBA 

_ 

1 292 

76 

1 562 

LCNNYUKWANA 

66 297 

esu 

644 

19 633 


96207 

10876 

721 

21195 


Rates 

Service 

Charges 

Other 

Outstanding 

Balance 

Year andad 30 June 2916 

Ceundllora 

MSUMBA 

. 

1 099 

B 

0 

LCN NYUKWANA 

i 

, 

. 

1 

PP GREYUNG 

13474 

2177 

41 

(1 421) 

PP GREYUNG 

- 

1009 

3 

0) 

PT GREYUNG 

1 321 

2177 

10 

1 

PF GREYUNG 

2 286 


6 

tan) 

PP GREYUNG 

611 


9 

(146) 

PF GREYLING 

113 


0 

(10) 

PFGREYUNG 

963 


2 

(53) 

PFGREYUNG 

5 235 


IS 

(490) 

PF GREYUNG 

10 949 


25 

(922) 


33 866 

6533 

119 

(3 246 ) 


The rates, service charges and other charges are in accordance with approved tariffs that were 
advertised to the public. No bad debt expenses have been recognised in rasped of amounts owed by 
rail ted parties. 


502 Related Party Loans 


504 Compensation of Ley management personnel 

The compensation of key management personnel Is eat out b note 29 to (he Annual Financial 
Statements. 

60.4 Other related party transactions 

The following purchases warn made during the year where Counelcrs or staff have an Interest 

259214 207034 

37 465 125970 

2 565 


299 679 426 669 


Company Name Related Party Service Capacity 

Universal Garage P.Gmyfrw Councilor 

Khuimlo Holdings (Ply) Ltd NM.ZWutl Ceuwtter 

Mtyobla Trading end Projects (P N MtyoWle Ceuntitior 
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EMALAHLENI WUNtdPAUTY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE 201* 
Other related party balances 


The following outstanding balances exist at yaw^nd where Council lor* or staff ham an Interest 


Company N«mt Related Party 

Universal Garage P.Grayllng 

Khanmta Holding* (Pty) Ltd NM. Zkfutl 


Servtea Capacity 

Councillor 

CouncUor 


7557 


T 857 


5002# 

12125 


62154 


FINANCIAL SUSTAINABILITY 

Management I* of the opinion that wNl municipal,iy wB continue to operate a* a going concern and 
pamam if* functions a* set out In tha Constitution. 

The Indicator* or conditions that may. ihdmduatly or collectively, cast aignifeanl doubt about the going 
concam assumption are as fblows: 

Flnanctal Indicators 

The current ratio decreased to 0 551 from 0.58:1 in Chop tor year 

The municipal tty ham budgeted tor a surplus of R7 566 000 for the 201U201«flrtwtdsl year. The 
municipality is also budgeting for negative cash flows during 20100016 and 2019/2020 amounting loRli 
502 000 and R5 080 900 respectively 

The average debtors* payment days decreased to 352 days from 740 day*. Even though this is a 
significant increase, it h considerably below the expected 30 days The debtors (repayment ration 
increased to 87% from the previous year* 0615. 


Other Indicators 

Possible outflow of resource* due the contingent natality disclosed in note 49 
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APPENDIX A 

EMALAHLENI MUNtCIPAUTY 
SCHEDULE OF EXTERNAL LOANS AS AT 30 JUNE 2019 
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APPENDIX B 

EMALAHLENI MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019 
GENERAL FINANCE STATISTIC CLASSIFICATIONS 




































APPENDIX C 

EMALAHLENI MUNICIPALITY 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2019 
MUNICIPAL VOTES CLASSIFICATIONS 


2018 

Actual 

Income 

R 

2018 

Actual 

Expenditure 

R 

2018 

Surplus] 

(Deficit) 

R 


2019 

Actual 

Income 

R 

2019 

Actual 

Expenditure 

R 

2019 

Surplus/ 

(Deficit) 

R 

6869540 

(31 762 947) 

(25113407) 

Municipal Manager 

Mayer and Council 

- 

(30971 357) 

(30 971 357) 

120865 046 

(44 742 522) 

76122 524 

ChleT Financial Officer 

Budget and Treasury Office 

129 725497 

(38768 946) 

90956 552 

884 425 

(19971 938) 
(7656 513) 

(19 971 938) 
(8772088) 

Director Administration 

Corporate Services 

Planning and Development 

757443 

(43 377 933) 
(11624726) 

(43 377933) 
(10 867 283) 

1 994 694 
5 743 

(19971 215) 
(1170 233) 
(2 469 258) 

(17 976521) 
(1164490) 
(2489258) 

Director Community Services 
Community and Social Services 
Sport and Recreation 

Housing 

2412 035 

444 735 

(6039398) 
(489 837) 
(2473873) 

(5627363) 
(469 837) 
(2029138) 

37 021 777 
10373468 
6445 179 

(38072 868) 
(15813131) 
(6893 281) 


Director Technical Services 

Road Transport 

Electricity 

Waste Management 

45 924 000 
16463650 
13477112 

(10652 315) 
(33 758 025) 
(32 572 194) 

35 271665 
(17 294 375) 
(19 095 082) 



I '>1)1 

Sub Total 



»3E>?iFir 


MB 

- 

Less fnler*Departmental Charges 


■ 



Total 


kihses] i 





Wggmm ■ 







































APPENDIX D 

EMALAHLENI MUNSCIPALftY 

DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 5* OF 2003 










































